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The symbol of your success... Baume & Mercier. 


MALIBU... joining the Baume & Mercier collection of elegant jewelry 
creations. The meticulously-crafted 18K gold case and bracelet — 
combining highly-polished and brushed finishes — are in perfect 
harmony. > 
Available also with diamond and ruby-set dial. Superb examples of 
Baume & Mercier’s continuing dedication to the highest standards of 
watchmaking and jewelry craftsmanship. 


Ultra-thin quartz movement. Water-resistant to 30 metres. 


Baume & Mercier. The symbol of your success. 
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Showrooms & Service Centres: Hong Kong: Shop 15A&B Edinburgh Tower, The Landmark, Queen's 
Road, Central - tel. 5-222339. Singapore: 0923, 581 Orchard Road, HEX 02-26/27, Hilton International Singa- 
pore - tel. 7328055. Thailand: BANGKOK 10500, The Time Midas CO LTD, 89/7 Bangkok Bazaar Rd, 
Rajdamri - tel. 251-2783. Philippines: METRO MANILA, La Elegancia Jewelry, Makati Commercial Center, 
Shoemart Bldg - tel. 882962. Malaysia: KUALA LUMPUR, G4-5 Ground Floor, Plaza YowChuan, Jalan 
Pekeliling - tel. 2438350. Indonesia: JAKARTA, Liberty Watches & Jewellery, G42-43, Ratu Plaza, Jalan Raya, 
Jenderal Sudirman - tel. 711998. Japan: TOKYO, Heiwado Trading CO LTD, No 8, 1-Chome, Higashi- Azabu, 
Minato-Ku - tel. (01) 5861818. Hawai: HONOLULU 96814, Jewel Gallery, 1450 Ala Moana Blvd, 2201. 
Taiwan: TAIPEI, Hoover Watch & Gift Co. Ltd, 83/5 Sec. 2 Wu-Chang Street - tel. 3611911. Australia: 
NORTH MELBOURNE, Vic. 3105, Swiss Anglo Agencies, 12-14 Leveson Street - tel. 03-3291833. For infor- 
mation in South Korea: YONGSANKU-SEOUL, Euro Fashion CO LTD, 4A Nodel Mansion, 302-45 Ychon- 
Dong, tel. 798-9521-5. 
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LETTERS TO THE EDITOR C 0-H e 5668 » QIT 


Privilege issue 


Your 25 September coverage on the 
case of parliamentary privilege in Singa- 
pore prompted me to raise the following 


. points. 


In a society where there is freedom 
of speech, citizens and non-citizens 
should be free to air their opinions, be 
they factual or otherwise, be they agree- 
able to the establishment or not, with- 
out fear of reprisal. The only legitimate 
constraint to such a right should be that 
no one intentionally and malicious- 
"W""infninges upon the right of an- 
other. 

It is only in the context of balancing 
these rights that freedom of speech 
ought to be curbed through legal 
remedies such as libel action. Any other 
curbs on free speech, be they on 
grounds of national security or social 
harmony ought to be viewed with great 
suspicion. 

When Prime Minister Lee Kuan 
Yew alleged that J. B. Jeyaretnam 
would “make any allegation against 
anybody, as long as you are protected. 
But the moment you bear the conse- 
quences, you flinch and you cringe, 
which is shameful . . .” he failed to 
realise the importance of parliamentary 
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privileges in a parliamentary demo- 
cracy. 

If parliament is the supreme law- 
making body of the land, parliamenta- 
rians must be able to perform their duty 
without fear or prejudice. A common 
citizen even K armed with the most con- 
vincing evidence, may choose not to ex- 
pose a rogue 2ither because by so doing, 
he may jecpardise his employment/ 
business if tF e rogue happens to be his 
employer/client, or for fear that he may 
be drawn into a complicated litigation 
which he caanot afford financially, or 
for which does not have time and 
energy. 

A parliamentarian is different. His 
public duty »bliges him to expose the 
rogue where public interest so de- 
mands, thouzh in his personal capacity 
he may choose not to do so. Hence par- 
liamentarians in Britain and elsewhere 
make statements or write letters to 
ministers under cover of parliamentary 
privilege, which he may choose not to 
do as a private citizen. 

Such priv-lege may, at times, be sub- 
jected to abuse but there are adequate 
safeguards. Parliamentary democracy 
has to function on the assumption that 
most MPs who managed to win the trust 
of the people must be persons of a cer- 


Biman Bangladesh 
Airlines plans to carry 
a million passenger 
in 1986-'87. With it's 
developed capability , 





tain moral calibre. Consequently, to 
doubt this is to doubt the wisdom e the 
very people one claims to protect. 

Besides this most crucial safeguard, 
the previous measure to "fine, rep- 
rimand or suspend" an MP who abuses 
his privilege is an adequate sanction. All 
MPs have the self-interest to want to be 
re-elected, and would fear the conse- 
quence of being found abusing their 
privilege. If such sanction is found 
adequate even in a more pluralistic par- 
liament such as the one in Malaysia, 
why the panic in Singapore where there 
are only two opposition MPs? 

What appears to be threatening par- 
liamentary democracy in Singapore is 
certainly not the purported abuse of 
parliamentary privilege. 


Oxford Tan Wah Piow 


No excess 


It is good to get that nut Dutt to t 
himself away from the topless joints i: 
Tsimshatsui to contribute an occasional 
piece in the REVIEW as a Guest Travel- 
ler. But an occasional piece will do 
nicely. It would be too much of a good 
thing to have a regular feature on Am- 
nesia from him. 


Singapore Y. H. Mok 





87 Bimans year of a 
million passengers 


streamlined operations and 
contended customers carried 
overthe years, Biman is ready 
for the BIG LEAP into the world 
of BIG LEAGUE carriers. 


Join Biman in it's Year of the 
Million Passengers. 


Biman 
BANGLADESH AIRLINES 


Your home in the air 
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_ Seductively Smooth. Mysteriously Mellow. Gloriously Golden. Who can resist the magic of Camus XO Cognac! 
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AND WE ARE THE FUTURE. 


The MD-91X: New technology that pays off in 
profits. Our DC-3 was the first plane to enable 
airlines to make a profit by carrying passengers 
only. Today, our new MD-91X redefines the word 
profit. With its Ultra High Bypass engines, tne MD-91X 
will use up to 50% less fuel than current turbofans. 
Greater fuel efficiency for greater profitability. And 
were the only aircraft company that can combine 
that new technology with a proven airframe to 
make it happen. 


MCDONNELL 
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m NN. I; just nine months, Corazon Aquino’s administration, 
Militi | Eborn in sudden turmoil, has staggered through an as- - 
m | tonishing succession of crises. The latest and most serious | TCONTENTS 
». came to a head on Sunday 23 November when after months - 
| of hesitation, she finally sacked rebellious Defence Minister [xO VM Vg go Es 
Juan Ponce Enrile and replaced him with veteran Gen. | Philippines: Marching orders 
Rafael lleto. Manila bureau chief James Clad and con- For Aquino, the centre must hold 
tributor Freddie Balfour recount the possibly over-dramatic = Indiscipline and division 
events and focus on the Armed Forces of the Philippines ^  Paeralsedpollis —— — 13 | | 
and the man who increasingly is being seen as the power . Decision applauded by US administration eee | 








| 
| 
| 
respondent Nayan Chanda gives the view from the US, while chief correspon- ^ indonesia: Permission denied 


despite the near-simultaneous sale of Korea: The way it wasn't 
Reappearing trick 


Laos: Change at the top 


in April which detailed business deal- 
ings of President Suharto's family. 


his stake in Exco International for a 
big profit, and an increase in his stake 
in Standard Chartered Bank. | 


behind the throne — Gen. Fidel Ramos. Washington cor- ^Seldiers soldier enters the political a 
22 
dent Rodney Tasker adds a pen-picture of old acquaintance lleto. .  Rayof hope extinguished 22 | 
Pages 10-21. Cover illustration by Lui Mo Ping. .  Businessasusual - 23 
Afghanistan: Human-rights hush-up 24 
| South Asia: Slow but sure start 26 
| Pages 22-23 Pages 54-56 . . .. Significant spin-offs ee Ra 8 HE 27° 
: Indonesia's refusal to renew the visa | Malaysian businessman Khoo Teck | Papua New Guinea: Burying a ‘Big Man 28. 
| f Australian journalist Michael | Puat is again under a cloud with the ` Taiwan: A two-pronged test 36 
oyrnes shows the government is still | government takeover of his family- ^ Harassed homecoming 36 
reacting to Sydney newspaper stories | controlled National Bank of Brunei — Japan: Stormy weather 2 
40 
40 | 


Pages 24-26 
Afghan leader Babrak Karmal is re- 
moved from all his remaining posts in 
the Kabul regime, which has been ac- 
.-. | cused by Amnesty International and 
the UN Human Rights Commission of 
torturing Afghan prisoners and 
guerilla sympathisers. 


Pages 26-27 

The recently concluded Saarc summit 
made some progress on non-contro- 
versial issues of regional cooperation 
and also offered an opportunity for In- 
dian leaders to discuss bilateral prob- 
lems with Bangladesh, Sri Lanka and 


ARTS & SOCIETY 
56 : 3 . Education: Students wake up after big 

The pressure builds on Asian NICs tò C B S E NE 

revalue their currencies in the face of Everything you want to know about 

public claims by Washington that they China —— 44 

are responsible for a large slice of the 

US trade deficit. 
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Banking: Brunei's Khoo d'etat 


Page 58 : The Exco revolving door in London 
Indonesia may be the world's largest Third time unlucky 
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to an industry shakeout. | — y Two steps forward . . . in 


60 | . Shipping: Stay of execution in Hongkong? —— 
Economies: Power to the debtor in 


Pakistan. The financial restructuring of two ` Manila | e | 1 
major Hongkong shipping companies ` Telecommunications: Hello... anyone there 1% 
| age 28 is not a sign of a maritime renais- | _ inRangoon? ———— 69 
E re death from cancer of controver- | sance. The fundamental problem of | rici aeg Profit powerhouse in 3 


sial Papua New Guinea politician Sir | worldwide overcapacity remains. Widlshmik Teo i co 5. CUR 


62 | Abitofaichemy onn E a a 
siris |- Demonsoftomorow ————=—————— 73 
The Philippine Government may | Budgets: Deflecting political barbs in Port 


unilaterally decide who gets paid if | Moresby 

talks with commercial bank creditors | Finance: Conscripted volunteers in Japan 

over debt rescheduling remain dead- ` 
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$: lambakey Okuk sparks riots and loot- 
. | ing by Highland supporters. 
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E Page 36 company, Tokyo Electric, is wallow- | Company Results 
i - eee ^ 1 ; | Exchange Rates 
E As Taiwan prepares for its first two- | ing in an embarrassment of riches. | Stockmarkets 


party election, returning US-based 
political exiles pose problems for both 
ruling pnd opposition parties. 


However, declining demand has | prices and Trends 
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Pee Kuan Yew’s son 

icine executive body 

Lee Hsien Loong. Singapore's 
. acting minister of trade and in- 
_ dustry and the prime minister's 
son, was one of four new 
_ | members elected to the 14-man 
|| central executive committee of 
| the ruling People's Action 


n 


|. Party (PAP) at the organisa- 
| ts biennial conference on 
| 23 November. 

| The committee will soon 
n . choose the PAP's office bear- 
|| ers. Both the secretary-gen- 


| | 


eral. Prime Minister Lee Kuan 
d BE and the assistant secset- 
_ ary-general. Goh Chok Tong. 
ki are expected to retain their po- 














| protest against Jakarta 
= Australian Ambassador Bill 
. Morrison and visiting Trade 
Ainister John Dawkins boy- 
23 Booted a dinner held by the 
28 Australian-Indonesian Busi- 
ness Cooperation Committee 
ak on 20 November. Sources said 
| their move followed Indone- 
11 sian Foreign Minister Mochtar 
- Kusumaatmadja's decision to 
| have a lower-ranking director 

.| deliver his speech to them. 
— But their non-appearance 
also registered Canberra's dis- 
. pleasure over Indonesia's deci- 
P sion to virtually expel Michael 
Byrnes, the Australian Finan- 
- cial Review's correspondent bas- 

ed in Jakarta (pages 22-23). 
— Shim Jae Hoon 


ia to host regional 

munist parties 

| E The Mongolian People’s Rev- 

b CHE Party (MPRP) has 

| announced it will host a region- 

| 43 al consultative meeting of com- 
parties 
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| munist and workers’ 
from Asia and the Pacific in 
Ulan Bator next summer. All 
| parties are invited to attend, in- 
cluding the Chinese’ Com- 

| munist Party with which the 
| Ms PRP has no inter-party rela- 
| tions. It is unclear whether Pe- 
| king will decide to contact the 
| MPRP or remain aloof. 
. The announcement was 
. made at the end of last month 
in the party newspaper Unen 
| by Tserendashivn Namsray, a 
politburo. member. Quoting 
Mongolian Presidentand MPRP 
General Secretary J ambyn Bat- 
monh. Namsray said: "The 
|. development of events in Asia 
| is convincing confirmation of 







| the need for such a meeting." 


H- - sitions (REVIEW, 27 Nov.). 
| — Nigel Holloway | 
i | _ Australians register 


Namsray also said that 
Soviet leader Mikhail Gor- 
bachov's speech in Vladivostok 
in July on Asia-Pacific security 
was in keeping with the aims 
and tasks of the communist 
movement in the region. How- 
ever, Namsray made no men- 
tion of Gorbachov's intimation 
that the withdrawal of some of 

| the Soviet troops stationed in 
|, Mongolia at the Mongolian 
Government's request was 
under discussion with the Mon- 
_golian leaders. Indeed, a | the 


| signs are that the Mongclians 


| are unenthusiastic about the idea 
_and eager to produce evicence 
` that such a withdrawal vould 
be unwise. — Alan Sanders 


Former Singapore 
president returns for a visit 


Devan Nair, who resigned as 
president of Singapore in 
- March 1985 after allegetions 
that he was an alcoholic, re- 
| turned to the city state on 25 





November for the first time in 
more than a year. Nair is cur- 
rently a fellow of Indiana Uni- 


versity s Institute for Ad- 
vanced Studies and a censul- 
tant to the American Federa- 
tion of Labour-Congress Df In- 
dustrial Organisations. 


— Nigel Hol-oway 
Madras squeeze on 
Sri Lankan rebel camps 


Following fast on tke 8 
November seizure of arms and 
ammunition from Sri Lenkan 
Tamil guerilla camps in Mad- 
ras, the Tamil Nadu statc gov- 
ernment on 22 November cap- 
tured 11 powerful wireless sets 
linking guerilla leaders in India 
with their followers across the 


sions of dismay bv the central 
government and a protest fast 
in Madras by Velupillai Prabha- 
karan, commander of the rebel 
Liberation Tigers of Tamil 
Eelam, the sets were returned 
24hourslater. — Salamat Ali 
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Palk Strait. Following expres- | 
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GNP growth soars in 
South Korea, Taiwan 
South Korea’s economy grew 
at a rate of 14.1% in the third 
quarter, the best "e arterly per- 
79, bringing 
the growth rate in the first 
three quarters to 12%. Third- 
quarter growth came mainly 
from the manufacturing sector, 
where exports of electronics. 
cars and steel were up 30.4%, 
partly due to increased com- 
petitiveness brought about by 
the yen's strengthening. 

Taipei is now projecting 
economic growth of 10.8% in 
1986. based on a preliminary 
estimate of 11.5% for the third 
quarter and a predicted 13.8% 
for the fourth quarter. If 
realised, it would be the econ- 
omy's best performance since 
1978. Exports in the first 10 
months improved by 27% over 
the year-earlier figure, to 
US$32.23 billion. The decline 
in oil prices and the apprecia- 


tion of the yen were the chief | 


reasons for the enhanced com- 
petitiveness of local exports. 
— Correspondents 


BMF director Shamsuddin 
in Hongkong court 
Former director of Bumiputra 
Malaysia Finance (BMF), 
Mohammad Hashim Shamsud- 
din. was remanded until 24 De- 
cember by a Hongkong court 
on 24 November on two counts 
of conspiracy to defraud BMF 
parent Bank Bumiputra Ma- 
laysia and the Malaysian Gov- 
ernment of more than US$137 
million, and two counts of ac- 
cepting bribes in return for 
facilitating loans to unnamed 
Hongkong companies. Sham- 
suddin was voluntarily extra- 
dited from Britain, where 
another former BMF director, 
Lorrain Osman, is still fighting 
extradition on similar charges. 
— Paul Handley 


Gold futures contract 

links Sydney, New York 
The Sydney Futures Exchange 
(SFE) and the New York Com- 
modity Exchange began linked 
trading of a 100-oz gold futures 
contract on 20 November, the 
first such link involving gold. 
SFE officials hope to draw 
business from Asian-zone gold 
traders and overnight hedging 
by US traders. Initial trading 
was 1,336 contracts, falling to 
half that the next day. The SFE 
has. meanwhile, been struggl- 





ing with low volumes for two 


contracts introduced recéntly 
in a linkage with the London 
International Financial Fu- 
tures Exchange. In a sample 
week volumes for US Treasury 
Bond futures averaged about 
130 a day, and Eurodollar in- 
terest-rate futures about 75 
contracts a day. 

— Hamish McDonald 


Rescue plan for PSA 

unit completed 

An agreement has been signed 
to reschedule Baht 1.2 billion 
(US$45.7 million) in debts 
owed by Siam Citizens Leasing 
(SCL). a member of the trou- 
bled PSA Group, to 57 local 
and foreign banks (REVIEW, 29 
May). During the 15-year 
agreement, a five-member 
management committee w*!! 
run the company under co 
tract. Roughly half the debt .. 
to be paid back within about 
two vears from revenue gener- 
ated by SCL's hire-purchase 
contracts. The rest will be re- 
paid, subject to profits, over 
the full 15 years, and perhaps 
within eight years, a committee 
member estimated. In addi- 
tion, SCL's creditor banks 
have extended to it new funds 
totalling Baht 100 million for 


operating — Liz Carver 
China slashes current- 
account deficit 


China's current-account deficit 
is likely to be less than US$3 


| billion this year, down from 


US$6.5 billion in 1985. Visible 
trade has improved. and invisi- 
ble earnings in the first half of 
1986 were up 45% over the 
year-earlier period. Foreign- 
exchange reserves, whi ` 
peaked at US$17 billion in 19 

but fell to US$11.9 billion a. 
the end of 1985, are now 
slightly more than US$10 bil- 
lion, equivalent to three-and-a- 
half months of imports at pre- 
sent levels. China intends to 
borrow 598 million special 
drawing rights (SDRs 
US$717 million) from the IMF 
this year, according to fund of- 
ficials. The IMF previously 
loaned China SDR 760 million 
in 1981. — Robert Delfs 


CORRECTION 


In Unhappy returns |27 yov.] it 
was incorrectly stated that 
an Australian Treasury report 


urged ADB management to 
change the maturity structure 
of some ADB yen debts to Ja- 
panese banks. The report was, 
in fact, prepared by the ADB s 
treasurer's office. 
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E: The close relations between Thailand 
| and China are gaining more of a 

| political and military dimension. The 
| Chinese are known to be supremely 

| honoured by the yet-to-b 











family to visit China. On the Diii 
‘side. China provided a number of 130- 
mm field guns to the Thais earlier this 
year asa gift. Now, aconsignment of. 
tanksare due to arrive in Thailand, — — 
also as a gift. It isnot certain how the | 

will use their Chinese supplies. | 
it Bangkok is always careful to... 
explain tò Asean partnersthatits | 
current working relations with Peking’ 
are expedient. 
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RINCE WHEELED OUT 


| Observers at the recent Lao 
| communist party congress in 

| Vientiane who had doubted the 
qe medical Teasons Do for the pe 





ri VApBearance s at she pouce 
Souphanouvong appeared at the 
congress in a wheelchair. He stayed 
‘less than an hour and said — 
before being wheeled out. 


:VELOPING DIALOGUE - | 


d "e hina has quietly been very 
po responsive to overtures from L 
: | 
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| aimed atimpro ' ; 
the two neigi arime countries. The 
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FGHANISTAN 
Babrak Karmal resigned from all govetn- 
ment posts (20 Now.) UN mediator Diego 
Cordovez arrived in Kabul for negotiations 
on the Afghan conflict (e Nov.) 


AUSTRALIA 
A group calling itself the Gréek-Bulga- 
rian- Armenian Front claimed responsibility 
| for a car bombing at the Turkish Consulate in 
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| 
Melbourne (23 Nov.). Pope John Paul ar- | 
rived for a week-long visit (24 Nov- A | 
former psychiatric patient. arrested in Bris- | 
bane carrying five petrol bombs, said he had | 
planned to assassinate the Pope "because he | 
has got too much money" (25 Nov.). (jm 
| 

| 

i 

i 
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Pot John Paul arrived on the first stop of 
asix-nation tour (/9 Nov. ), 


E 
| 
| 
| 
| BANGLADESH 
ies | 
i ; Police raided Tamil. sebel Outposts in | 
a southern India. seizing radio equipment | 
! omm nicate with Tamil. MOVERI: 


as reported: (22 Nov. e 
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Lao Government's recent feelers to 
Peking to engage in a dialogue have 
been well-received and Vice-Minister 
of Foreign Affairs Liu Shuging may 


visit Vientiane next month. However... 


while the Chinese are prepared to go 
along with Vientiane's new opening- 
up process, it is unlikely that Peking 


will respond in a similar fashion to any | 


new friendly initiatives by Hanoi. so 
long as Vietnamese troops remain in 
C ambodia. 


REFUGE shai RHETORIC 
The Vanuatu 


, agreed to let 

| exiled leaders of. 
| the Free Papua 
= Movement — 

; (OPM) seeking 
i independence for 
| Indonesia's Irian 
| Jaya province 

| Stage a "West — 
' Papua national 
convention” inits capital, Port Vila, = 
next year. It will also let OPM 

_ spokesmen — now in far-flung places | 
; such as Sweden, Greece; Ghana and 


Áo 


i . the Netherlands — take.up residence 


| there if they can support themselves. 

| If this happens. Vanuatu would have 
closed the gap somewhat between its 
| rhetoric of support for fellow 

|. Melanesians in thé OPM and its 

| practice of refusing to take more 
than a token number of Irian 

Jayan refugees. OPM political leader 
J acob Prai obtained the aie 
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Soviet leader Mikhail Gorbachov arrived on 


an official visit (25 No. ). 


INDONESIA 

A parliamentary commission and the In- 
donesian Press Association urged a review of 
a decree empowering the government to re- 


voke a newspaper's publishing licence (2/ | 
Nov.). The attorney-general banned distri- 


bution of the two latest editions of the Asian 
Wali Street Journal, it was reported (25 
Nov.). 


PHILIPPINES 
A crowd of more than 50.000 Filipinos de- 
manded a new revolution in protest of the 


; murder of union leader Rolando Olalia as 


they marched through Manila in his funeral 


| procession (20 Nov.). A prominent Muslim 


leader and former parliamentarian, Ulbert 
Ulama Tugung. was shot dead in Manila 
after endorsing President Corazon Aquino's 
proposed new constitution, it was reported 
(22 Nov.). 


.| Government has ` 


Aquino dissolved the entire | 
cabinet and replaced Defence Minister Juan | 
| Ponce Enrile with the c deputy defence minis- 
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! at Matsushita Electric, J apan 


| products, will receive part of 
| year's annual bonus in the form 


.| products instead of cash. The mo 
| reflects the drastic decline in sale 
| | Profits. which the company has 
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authorities early this | me 


| tourists usually visited the to 


“ter, Rafael fici: atteran alleged fa failed 


agreement with the government on a cea 








in recent talks with Vanuatu's. 
Prime Minister Walter Lini and > 
ruling Vanua'aku Party official B 
Sope. The leader of the OPM 
guerillas inside Irian Java is Fison 
Jarisetouw. T 
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An announcement by the Perlis j 


could not guarantee th 
Malaysian tourists cr 
to southern Thailand: 
crippling blow tothe n : 

i Dustin border town of Padang 
Besar. An average of 500 Mala si 


spending some Baht 500,000. : 
(US$20. 000); but traffic has sinc 
been aysien ASI ti 






















attempt (23 Nov.). The 
that one of the options of the coup plo 
was to “bump off” Aquino (24 Nov.). € 
munist rebels in the Philippines reacl 


fire in the 17-vear guerilla war. Leade 
the rightwing opposition Nacionalista 4 
asked Enrile to head the party. spoke 
for the group said (25 Nov. ). B 


SINGAPORE 

.Lee Hsien Loong was named to th 
member executive committee of the rul 
party (24 Nov. ). 


SOUTH KOREA ; 

State prosecutors freed 413 of the 12 
students who were jailed for the seizure o 
university campus last month (20 Nov. ». 


SRI LANKA 

Talks between India and Sri L ink: 
cerning the Tamil separatist issue woun 
inconclusively amid conflicting views on 
future of Eastern Province (24 Nov). © 
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_| By James Clad in Manila 





| By its own account 
ithe  nine-month-old 
government of Presi- 
dent Corazon Aquino 
has resolved a severe 
challenge. to its au- 
| thority by sacking, 

f #i on 23 November. in- 
-| creasingly critical and hostile defence 
-| minister Juan Ponce Enrile. While 
| strengthening the position of Armed 
.|. Forces of the Philippines (AFP) chief 
| ofstaff, Gen. Fidel Ramos, the removal 
| of Enrile also appeared to bring a long- 
| awaited ceasefire agreement with com- 
1 munist insurgents a, step closer. as 

i 
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he was seen as an impediment to the 
- talks. 
4 Aquino now owes perhaps the very 
| survival of her government to her chief 
5 . of staff — who has not been averse 
-| himself to criticising, albeit more 
-| obliquely than Enrile, the composition 
(| 8f the cabinet and the dangers of 
.| negotiating with the communists. 
“| Some doubt and scepticism hangs 
| Over many details of the alleged coup 
| plot which was given as the reason for 
| Enrile's dismissal and the break be- 
| tween him and Ramos, whose joint re- 
| volt against the Ferdinand Marcos gov- 
| ernment in February ushered in the 
. Aquino administration. 
d = The governments story is that 
E Enrile tacitly supported moves during 
. 21-22 November by military dissidents 
| to help reconvene the now-abolished 
-| national assembly dominated by oppo- 
. nents of Aquino. After learning about 
the plot. it was stated, Aquino sum- 
moned most of her 27-member cabinet 
to an unprecedented Sunday morning 
meeting at Malacanang presidential 
palace. 
b, There were two notable absentees: 
| Enrile himself and vice-president Sal- 
| vador Laurel, who was playing golf with 
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Asean diplomats at a nearby resort and 
has kept a ve-y low profile throughout 
the whole cris's. 

As they en:ered the palace, ministers 
received a slip of paper on which to 
write their resignations. According to 
one cabinet member present, some 
turned “visibly pale” at the request. By 
most informed estimates at least three 
to five ministers had good reason for an- 
xiety: Aquinc will almost certainly ac- 
cept resignations from them when she 
announces her new cabinet. Those 
thought to be in the most danger in- 
cluded Augus:o Sanchez (who held the 
labour portfclio), Aquilino Pimentel 
(local government) and Ernesto 
Maceda (natural resources). Left-lean- 


. ing Joker Arroyo, who has held the key 


executive secretary's position and has 
become the prime target of the right- 
wingers, may only make "a sideways 
move," sources say. 

The cabinet talked for four hours 
about the reported plot and about what 
to do with Enrile, who has served in the 
government tor 16 unbroken years, 
under Marcos and Aquino. He himself 
came to the palace shortly afterwards to 
learn of his dismissal. In his place 
Aquino appomted Gen. Rafael Ileto, 
the deputy defence minister and a long- 
serving career soldier as well as dip- 
lomat. In a TV and radio address the 
same day, Aquino said Ileto's participa- 
tion and a new ministerial line-up will 
give her government a "fresh start" 
after weeks in which she admitted she 
had seemed "weak" and “indecisive.” 

ES A SSS AS TET PES 
Indiscipline and division: page 12 
Political varalysis: page 13 
Washington's support: page 14 


Enter lleto: page 21 
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- Marching orders 


Enrile made no public comment on 
his dismissal — or to allegations that of- 
ficers working under his influence had 
given orders to soldiers the night before 
to take steps towards a coup. As the 
government later described it, the al- 
leged plan hatched by various ranking 
officers in the Reform the Armed 
Forces of th> Philippines Movement 
(RAM) turned on securing the premises 
of the now-dissolved Batasang Pam- 
bansa, or national assembly, on the out- 
skirts of Manila. 

This was to have followed steadily 
rising tension orchestrated by RAM 
partisans. Again according to the gov- 
ernment version, these enthusiasts on 
21 November organised anti-com- 
munist rallies in Cebu and in Butuan 
City, in the Visayas and Mindanao re- 
gions respectively. At the rallies, uni- 
formed and armed soldiers marched 
carrying anti-communist placards. 


A os to presidential press secre. 
ary Teodoro Benigno's 24 Novem- 
ber account, once a quorum of ex-MPs 
— mostly belonging to Marcos' Kilusang 
Bagong Lipunan (KBL) party — had 
gathered inside the assembly building. 
the plan had two further options. The 
ex-MPs might have declared former as- 
sembly speaker Nicanor Yniguez acting 
president of the Philippines — in ac- 
cordance with the 1973 constitution also 
abolished in March by Aquino. Alter- 
natively, they might have tried to re- 
scind a 15 February assembly resolution 
declaring Marcos the winner of the 7 
February presidential elections — a 
“ploy to mask the seizure of powér," ac- 
cording to Benigno, who did not explain 
this apparent paradox. 

But, Benigno said, the plan ran into 
problems as intelligence reports began 
to reach Ramos. During the evening qf 
22 November, the chief of staff sent 
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messages to troops around the country 
instructing them not to obey orders 
from Enrile’s Defence Ministry. 
Ramos’ words threw his full authority 
belfind the government: “The new AFP 
stands behind the present government 
of President Aquino, having been 
elected and installed by the people and 
whose government is duly recognised by 
the international community.” 

Ramos’ action, it was stated, was 
triggered by the arrival at Camp 
Aguinaldo; the Defence Ministry's 
headquarters, of truckloads of armed 
men in civilian clothes. This coincided 
with reports of a meeting comprising 
many ex-KBL MPs and some RAM of- 
ficers at the house of an Enrile-linked 
politician, Antonio Carag. Ramos or- 
dered forces to protect radio and TV 
stations and to seal off the assembly 
building. 

Enrilegs departure comes as a culmi- 
nation of months of increasingly acerbic 
criticism about the president’s policies 
- - notably her efforts to conclude the 


'asefire agreement with communist re-’ 
- vels — and finally, about Aquino her- 


self. As she said on nationwide TV and 
radio, she had reached a point where 
further patience would be confused with 
weakness. 

A number of unresolved questions 
hang over the affair. The principal one 
is what is Enrile's next move? Despite 
speculation, the REVIEW learned that 
he has no immediate plans to visit the 
US. In Manila he will act as a magnet for 
opposition forces and might give a boost 
to current, rather haphazard efforts to 
have next February's plebiscite reject the 
Aquino-endorsed draft constitution. 

The Nacionalista Party (NP), a key 
but loosely organised opposition bas- 
tion, may quickly welcome him to its 
leadership. The NP could then act, in 
turn, as a rallying point for opposition 
politicians anxious to settle scores with 
the Aquino government. On top of this, 
Enrile still retains informal lines of in- 


““uence within the AFP that co-exist 


longside the normal chains of com- 
"mand. He remains, in short, a formida- 
ble political adversary. 

Analysts are also wondering if Ileto 
will want or be able to take a stronger 
line against the RAM rebels than the 
AFP did against different military re- 
bels supporting former senator Arturo 
Tolentino’s abortive coup in July 
(REVIEW, 17 July). It is difficult to be- 
lieve — assuming the facts to be as 
stated — that the RAM officers could 
have expected their plans to remain sec- 
ret, given the numbers of people said to 
have been involved and the deep fac- 
tions within the military. As Ileto told 
the REVIEW: “To plot and then to leak 
the plans is not normally done if you are 
really intending to hold a coup. . . [but 
maybe] just a means or a gimmick in 
order to attract attention or to inspire 
people to do something about the gov- 
ernment.” 
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For Aquino, the 





centre must hold . 


B President Corazon 
| Aquino’s 23 Novem- 
ber cabinet shakeout 
came at a time when 
even her ardent sup- 
| porters had begun to 
write off her govern- 
i " jment as drifting, 
paralysed or ineffectual. And while 
welcomed by many as overdue, the 
"fresh start" she promised after sack- 
ing Defence Minister Juan Ponce 
Enrile that day will not be easy to 
achieve. 

Aquino's appeal rests on her image 
and record as an sincere arbiter of ex- 
tremes. Much of her support comes 
from the political middle-of-the-road of 
Manila — often religious and middle- 


' class people who helped make the “yel- 


low revolution" in February. In her 
speeches the president invariably de- 
scribes herself as occupying the political 
centre. 

On 21 November presidential press 
spokesman Teodoro Benigno dramati- 
cally reinforced this imagery. "In the 
days ahead," he said, "there will be a 
turbulent, terrifying tug of war among 
three forces — the Left, the centre and 
the Right. The Left wants stalemate 
while the Right is out to create turmoil. 
"The centre is Aquino." 

But despite Enrile's departure — 
and the likely removal of other contenti- 
ous ministers to balance Enrile's sack- 
ing — many still fear the centre cannot 
hold. They see a fatal combination of 
government inertia, pressure from the 
Left and Right, economic stagnation 
and possibly another crescendo of 
bombings and killings inevitably usher- 
ing in an authoritarian regime with a 
higher military profile. 

Before Enrile's sacking, rising ten- 
sion against a backdrop of cabinet in- 
fighting seemed, to the US and regional 
friends, to be playing straight into the 
hands of the militant Left. And even 


Enrile's departure, and a further dash- 
ing of the hopes of politicians linked 
both to him and to the former regime, 
does not portend an immediate lessen- 
ing of these tensions. 

Although overshadowed by the mili- 
tary unrest and cabinet upheaval, fears 
of the strengthening Left have increased 
in recent days. Anxiety mounted when 
perhaps 300.000 working-class mour- 


ners joined the funeral procession for. 


the leftwing trade union leader Rolando 
Olalia, murdered on 12 November 
(REVIEW, 27 Nov.). Most observers 
called it the most impressive street dem- 
onstration by the militant Left since the 
1930s. A number of Western embassies 
sent representatives to the funeral, but 
the US Embassy — which earlier this 
year denied Olalia a visa to visit the US 
— stayed away. 

In Manila politics, action normally 
lags far behind talk. But in the weeks 
before the cabinet resignations the 
country witnessed: 
> Bomb and grenade explosions ia 
supermarkets, cinemas and family res- 
taurants, plus disturbing reports of large 
arms imports. 

» Evidence of the government machin- 
ery's increasing paralysis. 

» Anincreasingly overt political role by 
such key institutions as the Roman 
Catholic Church and the professional 
military elite. 

> Assassinations of politicians and offi- 
cials, including Olalia (who was also 
leader of the leftwing Partido ng 
Bayan), David Puzon (a Marcos-era 
MP and Enrile associate), Western 
Mindanao autonomous government 
chairman Ulbert Ulama Tugung (shot 
down in Manila on 22 November) and 
various police commanders. 

» A kidnapping of a prominent Japan- 
ese businessman. 

> Unmistakeable signs that countries in 
the region and further away had begun 
to revise their assessment of the Aquino 
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| government's short-term chances of Maceda's trea:ment of forestry conces- | have been rebuffed. When announcing 
| survival. sions by his Natural Resources Ministry. | Enrile's departure she also demanded a 
Although the political mood darken- | Aquilino Pimentel, as local government | ceasefire by | December or a cessation 


ed from late October onwards, some of | minister, was said to favour political | of talks. 
the government's. post-revolutionary | partisans in appointing local officials. | Although close to agreement several 
gloss had started to fade much earlier. | Enrile recently hinted at corruption | times during the negotiations which 
Voluble disagreements among cabinet | in the government. while senior officials | began on 5 August, the ceasefire accord 
ministers became standard fare by mid- | in Laurel's Unido party or among rem- | fell victim to outside events. including 
‘year and some reserve officers joined a | nants of Mercos Kilusang Bagong | the capture of alleged CPP military 
serious. if somewhat bizarre, attempt by | Lipunan party machine accuse Aquino’s | commission chairman Rodolfo Salas on 
. former senator Arturo Tolentino to | brother, Jose "Peping" Cojuangco (presi- | 29 September and Olalia's murder on 13 
seize power when he occupied the Man- | dentofthe PD?-Laban coalition party) of | November. Each time. the NDF 
ila Hotel for four davs. | improprieties — a charge the president | negotiators have postponed  prear- 
The tempo of action and reaction | stoutly rejects. One allegation is that | ranged meetings but have not called off 
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| 
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| picked up in September. The govern- | he has used his presidential connection the talks altogether. Even preliminary 
| ment. by early November, was reeling | in letters soiciting business for an talks with the communists enraged 
. from one setback to another. Talk in- | insurance company of which he is a direc- many senior officers who resent the 
| créfsingly focused on threats from the — tor. symbolic parity of a formal ceasefire ac- 
| 
| 


Right (military and "traditional" politi- | _cord. But, away from Manila, some 
cians). while hysteria about the militant Bor Aquino’s 23 November | field officers privately take a more be- 
Lett (ranging from legal “nationalist” or move hangs the question of dealing | nign view of reduced hostilities. 
"cause-oriented" groups to illegal Marx- | with the communist-dominated Na- | The attitude of the US forms another 
ist revolutionaries) rose. With or with- | tional. Democratic. Front (NDF). | background factor to the events of 22-23 
out Enrile at the helm, factionalism | Aquino insists that her "dialogue" with November. Diplomats suggested. the 
. within the military has risen, with over- | the communists turns on one topic only | US State Department, anxious not to be 





| lapping allegiances competing for loy- | — an immediate ceasefire by the New | viewed. in Washington as "wet" in its- 
alty alongside the formal command | People's Army in their 17-year in- analysis of Aquino's chances, hac 
structures. surgency. She has steadfastly denied | begun to become alarmed by the end o. 

In a similar way. government minis- | any intention to share power with the | October. US Ambassador Stephen Bos- 

| tries march to different drummers — | Left. The NDF'searlier efforts to widen | worth. saw Aquino prior to her 10-14 


especially in bureaucracies already | the initial talks to include an agenda for | November trip to Japan and at least 
being used as patronage machines by | substantive exchanges about retorms | twice after her return. On one occasion 
| ministers. Allegations have centred on ; | us 1: 
Salvador Laurel's hiring policies within | * $i a: js | 

the Foreign Ministry and. Ernesto E: silii: i | b. 
i | 











NES 


| and division |» 


[Sy Freddie Balfour and James Clad 


Behind the 22-23 
| November events lies CE INE 
‘another story: an h.. F? 
overly politicised mili- ie Pac 
tary. Despite Juan ! 
Ponce Enrile’s depar- | X 
Y ture as minister of de- | 
ont n | fence, the Armed | /leto informal investigation. 
| Forces of t the Philippines (AFP) re- one T. : "f RITUUM Pu, 
mains deeply factionalised — mostly the | Officers Group. Differing ethnic Or | programming chief Gen. Isidro Agunod 
. legacy of the Marcos years. | provincial backgrounds and various | told the REVIEW the day before Enrile 
Inside the AFP, overlapping allegi- informal associations, such as the was asked to resign that the massive 
 ances compete with formal com- “Guardians” cr the Reform the Armed turnout for murdered leftwing labour 
mand structures. Bickering and rivalry | Forces of the Philippines Movement | jeader Rolando Olalia’s funeral was 
continues among the “outs” and “ins” (RAM), also complicate the command | “demeaning to soldiers [who] see the 
of February. And apart from formal picture. One informant described | enemy parading with 5-cent drums in 
command structures within the five | these informal allegiances as horizontal | the streets." 
_ AFP services — army, navy, air force, ties cutting across vertical command 
_ Philippine Constabulary and Integrated lines. | 
National Police — officers also have to Military unrest since the fall of Mar- 
contend with other channels of power. | cos has largely centred on Aquino's | the AFP regularly punished misbehav- 
These include 12 regional unified peace overtures to communist insur- ing officers, but during the Marcos years 
commands operating parallel to sepa- gents, which culminated on 25 | a more relaxed attitude prevailed. The 
rate service commands, and remaining | November with the announcement that new defence minister, 66-year-old 
intact despite promises in February to an agreement im principle on a ceasefire | Rafael Ileto, told the REVIEW some sol- 
abolish them. There are also service di- had been reached, though it has yet to | diers found recent discipline "slack," 
se Visions between graduates of the Philip- | be signed. As an indication of the strong | referring to the “30 push-ups” punish- 
pine Military Academy and those from | anti-communist feelings in the armed | ment given to officers who joined 
the less-prestigious Integrated Reserve | forces, Defence Ministry planning and | former senator Arturo Tolentino's abof- 
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Heto to Probe Caup Plotter, 








iscipline lies at the core of mili- 
tary professionalism. In earlier eras 
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she advised him that ministers — not 
only Enrile — would be dropped. There 
are signs she had hoped to make her 
move immediately after coming home 
from Tokyo — but Olalia s murder 
postponed the reckoning. 

Within a centrist government shorn 
of both the Right and Left (if expected 
departures of some ministers resented 
by the military also occur), the presi- 
dent will rely on the centrist, and in- 
creasingly politicised, Roman Catholic 
Church. On 21-22 November a bishops' 
conference endorsed the proposed new 
constitution and Aquino announced 
Enrile's sacking to a eucharistic rally in 
Manila. 


Ai has staked her prestige, and 
therefore political survival, on the 
favourable outcome of a February 1987 
plebiscite to ratify the constitution — 
endorsed by Aquino in early October. 
The product of a 48-member Constitu- 
tional Commission (Concom), the draft 
charter basically incorporates the pre- 
arcos government structure (a two- 
-uouse congress with an executive presi- 
dent) and does not require Aquino to 
stand for election. 
Apart from the Catholic Church, 
| Aquino is not without other friends 
from the centre: scores of business- 
|, mens clubs and alumni associations 
have mobilised to back a pro-ratifica- 








tive putsch at the Manila Hotel in July. 

Stronger measures might be taken 
against officers behind the episode, 
Ileto hinted later. But he hoped that 
RAM members — some of whom are al- 
leged to have been behind the anti- 
Aquino coup plot, details of which were 
given on 23 November — will help him 

| boost “unity and professionalism." Al- 
though announcing an “informal inves- 
tigation” into the events of 22-23 
November, Ileto played down the af- 
„fair. *Psy-war" motives were probably 
hind the RAM actions, he said, 
ggesting that their actions were only 
intended as a warning. Ileto nonetheless 
will be making some deployment 
changes, especially with the Enrile- 
linked Special Security Unit. *Rotation 
is a good idea," he said. *We will see 
some changes by the beginning of De- 
cember." 

Speaking before the announcement 
of the ceasefire agreement, Ileto said 
the AFP would find it difficult to mount 
a nationwide counter-insurgency cam- 
paign. “That is at present beyond the 
capability" of the AFP. “Maybe on a 
piecemeal approach . . . we can over- 
come ghe difficulties in counter-in- 
surgency operations." 

' A vital issue is the AFP's collabora- 
tion with local officials. Ileto said mili- 
tary operations have become more dif- 
ficult since the post-February removal 
of Marcos-era officials, while Agunod 
quoted Ramos as saying that 75% of 
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tion vote in the Sicbiscite The plebis- 
cite will be an unambiguous test of 
Aquino's popularity. The traditional 
politicians of the Right know it — and | 
some may rally around Enrile's open | 
and energetic defiance. Although a 
Concom delegate, tormer labour frais: | 


ter and opposition politician Blas Ople, | 


on 24 November acknowledged that 
those opposing Aquino now can "re- 
group and reunite with a wider scope” 
after Enrile’s departure from the 
cabinet. “I expect Enrile will be promi- 
nent in any coalition slate; if he wants to 
head it we will support him,” he added. 

But this, by Manila standards, is far 
in the future. By late November the 
cycle of provocation and counter-blow 
had focused attention on the govern- | 
ments very survival. Neighbouring 
countries feared the trend of destabilis- 
ing events. Some Indonesians, for 
example, likened the mood to Jakarta in 
1965 — the year in which communist- | 
linked plotters nearly seized power in 
that country. 

Aquino's February revolution came 
from the centre, fed up with the dissol- 


ution of Marcos’ last years, tired of the | 


| 


drift and decay. But to retain support 
from her “natural” constituency she 
must break the cvcle of crises which has 
made post-February politics seem like a 
continuation of the vears before. 

— James Clad 
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current officers-in-charge “are corrupt 
or incompetent.” 

Despite rhetoric about “unleashing” 
the AFP, supply shortages and low 
standards of maintenance in recent 
years also bedevil the military. The US 
in September promised another US$100 
million in military aid: medical supplies 
have already arrived, with helicopters, 
VC150 personnel carriers, lorries, am- 
bulances and communication equip- 
ment on the way. The Americans say 
the equipment will help the AFP 
“move, shoot, and communicate." 

Will Enrile's departure mean a less 
political, more professional AFP? 
Agunod points out that Aquino herself 
has helped politicise the AFP by inter- 
viewing senior officers before promo- 
tion. Ramos consistently declares his 
loyalty to Aquino — his constitutional, 
and civilian, commander-in-chief. 
Sources agree he takes seriously the US- 
inherited ideal of professional neutral- 
ity. 

Yet as one RAM member com- 
mented: “The events of February show 
it is easy for the AFP to get on centre- 
stage, but harder to get off again.” 
Paradoxically, some observers even see 
the 22-23 November events as boosting 
the political position of Ramos, a man 
working harder than most to keep the 
military out of politics. In this view the 


| 








real “coup” during 22-23 November | 


was the emergence of Ramos as the key 
pillar of Aquino’s government. ü 
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^ : the post-February 
PRINDE C oveimadi as virtually crip- 
pled by various power struggles. 

The paralvsis of the civil service and 


government machinery has added heav- |. 


ily to President Corazon Aquino's bur- 


dens. Bureaucrats and local officials — — 
accused of being tame errand-runners | 
during the long regime of former presi- - 
dent Ferdinand Marcos — now face | 


charges of ineptness and inexperience. 


And, increasingly. plausible accusa, | - 


tions of corruption have also surfaced, 


particularly in the conduct of the vari- | - 
ap- | 


ous officers-in-charge (OICs) 
pointed to nearly 2.000 governor. 


mayor and town council slots in the hec- | - 
tic first months of Aquino’s administra- | 


tion. 


Problems surfaced almost  im- 


mediately over the appointment of the | - 
OICs. some of whom were transpa- | 
Dis- |. 


rently self-serving job-seekers. 
putes over central or local government 


patronage have compounded the dif- | _ 
ficulties of governing a socially and | — 


geographically fragmented country. 
Also, idealistic but often inexperienced 


Aquino supporters, once in local of- | 
fice, have chaffed against overly cen- - 
‘tralised decision-making (REVIEW. 3 


July). 


prised of politicians from otherwise 


mutually hostile factions who united |. 
earlier in the year with the sole pur- 


pose of evicting Marcos. The same 
problems bedevilled the choice of local 
OICs. 

In Ilocos Sur province, for example. 


Aquilino Pimentel, as local government — 
minister, found it more convenient to | — 


reinstate, informally, the old appoin- 
tees of Marcos’ party. Kilusang Bagong 
Lipunan (KBL), than to appoint those 


from the Unido party of Salvador | 


Laurel, Pimentel's erstwhile ally in Feb- 
ruary. 
Mindanao, the military has remained 
deeply suspicious about the Left-of- 
Centre “nationalist” OICs filling some 


| governorships. 


Although a handful of KBL officials 
| managed to hold on to their jobs. most 
| disinterested observers believe Pimen- 
tel removed too many local officials or 
favoured partisans of his own PDP- 
Laban partv where on-the-ground sup- 
port for them was lacking. 

The uncertainty prevailing in many 


B Although divided on - 
politi- | 
professional | — 
and business people | - 
in describing | - 
and | 

local bureaucracies of | 


In other areas. particularly in - 


One of Aquino's biggest headaches | 
had been coordinating a cabinet com- — 










| up. and the same tendency has been ap- 


| acknowledged before the latest re- 
= shuffle the likelihood. even desirabil- 


| formal" command lines inside 


| ministrator. Whether by neg- 


= eials distracted by impending cam- 
| paigns, less government business was 


_ fears about security of tenure 
under 


tions scheduled for next vear. Mean- 
= while., small-town businessmen are 
| avoiding the ordinary licensing and petty 


areas must await resolution in local elec- 


regulatory functions of local govern- 
ment until the local power picture clears 


parent at the national level. 


Aquino's advisers privately had 


ity, of having many of the.president's 
ministerial appointees depart from the 
cabinet. 

The president's aides had said the 
1987 national and local elections would 
lurg many of her cabinet away, chiefly 
to run for the proposed 24-seat senate. 
The argument then was that, following 
their departure for the senate. Aquino 
could put technocrats into most of the 
ministries. 

Meanwhile, with so mgny high offi- 


being transacted, while some were using 
their ministries as blatant war- 
chests to dispense patronage in s 
home localities. | 
Adding to bureaucratic in- 
ertia have been civil servants’ 


Aquino's “Freedom 
Constitution" (which permits 
summary sacking). They have 
also had to contend with “in- 


departments, such as orders 
from persons planted in key 
departments by the president's 
inner staff. 

The president's executive 
secretary, Joker Arroyo, ac- 
quired a reputation as an often 
wily operator, but a poor ad- 


lect or design, scores of deci- 
sions by Aquino or her cabinet 


į stacked up on his desk, awaiting a presi- 


| of an approved report on government | 


— dential decree. 


e Examples included her promised 
changes in labour laws, implementation 


simplification from the reorganisation 
minister, Luis Villafuerte — one of 
those tipped to contend for the senate 


. — formalisation of an approved anti-in- 


| surgency plan and many smaller ad- 
| ministrative decisions. 





tional 


Some progress has occurred: the Na- 
Development Corp., titular 
owner of many Marcos-era state acquis- 


_itions, has invited merchant bank pro- 


posals by the second week of December 
for privatising the National Steel Corp. 
and the National Refractories Corp. 


However, certain key policies — | 


such as agrarian reform — remain stall- 
ed. Of more interest to the business 
community, some interim administra- 
tors of government enterprises have 


ẹ been going slow on privatisation, as 


traditional patronage takes over. 
— James Clad 
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Decision applaude 
US administration 


By Nayan Chanda in Washington | 
e. | The US Government, which had been quietly urging Presi- 
ident Corazon Aquino to put her house in order, has 
applauded her decia ion to fire Defence Minister Juan Ponce 
Enrile and form a new cabinet. Officials also hoped that 
Aquino would be able to get rid of her inept and self-serving 
leftist cabinet members and restore the credibility of her ad- 








Mew Coma US officials, as well as in it analysts, had been 
dismayed Ey the Piss: gns of instability in the Philippines. Anxiety about 
developments in Manila had led the CIA to hold an early warning meeting on 
19 November. The agency reportedly advised senior ac stration officials 


of the increasing threat of a coup in coming weeks. 

Although the danger to the Aquino government came from elements of the 
Reform the Armed Forces of the Philippines Movement close to Engile, the 
US is also concerned by the increasing power of armed forces chief of staff 
Gen. Fidel Ramos and signs of his political ambition. In the US assessment a 
successful military coup would polarise Philippine society. 

| | ! While the R 
* oy s — has repeat announc- 
i its “unequivocal su t" 
Aquino, sources sa Tot pri- 
vately US officials have urged 
Aquino to act quickly 
sively to end the erosion of her 
authority. “She shonld have 
fired Enrile a long time ago,” a 
senior administration ia 
told the REVIEW, citing Enrile’s 
public criticism of Aquino. 

The administration had also 
been quietly pressing Aquino to 
remove some of the leftist mem- 
bers of her cabinet including 
Executive Secretary Joker Ar- 
royo, a former human-rights ac- 


E 


"er ; 22 rS of ce e A 
^ =- R > 
> 1 
1 $ d á x. 
^ a 
$ 
5 X. 





E ox Pme. 


y ` ; be Be VE tivist who was accused of incom- 
: "M T petence and trying to mono- 
polise power. 
Aquino had planned to sack 
Enrile on her return pelle ng on 14 November. However, following the 
death of labour leader R Olalia, just before her return, the Left began 


calling for Enrile's ouster but Aquino refrained from the move as it would ap- 
pear to be giving in to them. 

However, in the US estimate, time was fast ing out for Aquino, presid- 
ing over a squabbling, — government. “She has to act,” a senior ad- 
ministratioa official said two days before she dissolved her cabinet. “She has 
to prove that she is not a housewife but a master in her house." 


US officials have been pov concerned by growing indiscipline and 
division within the armed forces and signs that even a highly praised and pro- 
fessional army leader like Ramos may developing political ambitions. The 
fact that Ramos had not taken any ip! action against the ers is 
seen as indicative of his indecisiveness and even of a desire to hedge his bets. 


While b» his latest action in quashing the coup attempt Ramos has regained 
prestige as the defender of civilian democratic government, Washington 
seems to b» looking more to the newly promoted Defence Minister Rafael 
Ileto to use his tic skill and experience as deputy chief of staff to 
restore discipline and unity. 

in recent weeks US officials had praised Ileto for his professionalism, 
leadership ability and his understanding of the problems of insurgency. The 


State Department quickly expressed its satisfaction that the coup attempt had' 


failed and stated: ^We reiterate our — and ne apt support for Presi- 
dent Aquino and her administration. We earnestly hope her appeal of 23 
November for all sectors of Philippine society to unite in protecting demo- 


cracy and reconstructing their country meets with success.” 
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Credit Suisse global asset management 


di gives you the full benefit of our partnership 
with Credit Suisse First Boston. 


-or your global asset management Boston, by our respected panel of inter- You'll find them at the top. At Credit € 
- eeds, you can count on Credit Suisse, national financial advisors, and by our Suisse, where global asset management 

the bank that's at home around the world sophisticated electronic banking services has been our specialty since the begin- 

in global finance... the bank that's uni- that has made Credit Suisse one of the ning of the century. 

versally renowned as a reliable invest- world's leading stockbrokers and invest- 

ment partner... the bank that works with ment specialists. 

its customers as well as for them. As a professional, you need equally 

It's this special attention, supported professional investment partners...world- Credit Suisse. We do more to keep 
by our close ties to Credit Suisse First wide. you at the top. 
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Ark Mori Building, 32 Floor, 1-12-32 Akasaka, Minato-Ku, Tokyo 107, Tel. Branch (03) 589 36 36, Credit Suisse Trust and Banking Co. Ltd (CSTRB), Tel. (03) 589 38 38, Rep.- Office, Yurakucho 
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Whether it's a question of 
developing energy, food or raw 
material resources, environ- 
mental protection or machinery 
for industry, our technology 
points the way to a more secure 
future. Advanced systems pro- 
vide the means for generating 
electricity even using what may 
have previously been consid- 
ered unutilizable fuels. Systems 
which ensure that agricultural 
produce can be processed so 
efficiently that actual food out- 
put 1s seen to increase for a 
given pre-process input. Systems 
which ensure optimum raw 
material processing. Systems 
which transform waste and 
refuse into energy or high-qual- 
ity biological fertilizer. 
Employed at strategic points 
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along the production chain, 
they can make an enormous 
contribution to reducing costs 
and improving quahty. 


Just a few examples of the tech- 
nical and economic advan- 
tages offered by our range of 
products. And you can add to 
these our willingness to woxk in 
close cooperation with local 
experts and companies, to pass 
on our know-how and to commit 
ourselves to long-term under- 
takings. Babcock is worth look- 
ing into - why don't you ask for 
some more detailed informa- 
tion? 

Deutsche Babcock AG 

Postfach 1003 47 


D-4200 Oberhausen 1 
Fed. Rep. of Germany 











Westin Hotels in Asia: 

Herg Kong, The Shangri-La * Manila, The Westin Philippine Plaza - 
Pusan, The Westin Chosun Beach + Seoul, The Westin Chosun : 
Singapore, The Westin Stamford + Singapore, The Westin Plaza : 

Tokyo, The Akasaka Prince * Tokyo, The Tokyo Prince * 

For reservations, call the Westin Hotel in your city or your travel consultant. 


Here I go again. On the road. In the air. 
Off to another round of presentations, negotiations, celebrations. 
And through it all, there's Westin. Hotels that know where I’m coming from. 
People who understand my priorities. Like the Shangri-La in Hong Kong 
With its spacious rooms, gracious service and impeccable style 
Asia is where I'm travelling. Westin is where I m staying. 
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By Rodney Tasker in Bangkok 
= s Late last year, in his 
| final weeks as Philip- 


pine ambassador to 
Bangkok, Rafael 






«|| to a quiet retirement 

(jin his home country 
from which he had been effectively 
exiled for nearly a decade. “I will just 
look after my hog farms in Antipolo [on 
the outskirts of Manila],” the urbane, 
retired lieutenant-general would say 
with a twinkle in his eye. 

Few of those who knew Ileto, and 
the immense reservoir of respect he 
still enjoyed in the disgruntled Philip- 
pine armed forces, believed him. And in 
the build-up to the tumultuous events in 
Manila in February they were proved 
right. “Rocky” Ileto, at the age of 66, 
was about to play a central role not only 
in the four-day February revolt — when 
he acted as mediator between the rebel 
forces of Ramos and Enrile and Marcos’ 
commander, Gen. Fabian Ver — but in 
the ensuing political drama culminating 
in his replacing Enrile as defence minis- 
ter on 23 November. 

Ileto has always been a soldier's sol- 
dier. Born in the central Luzon province 
of Nueva Ecija he graduated from the 
University of the Philippines with a.de- 
gree in engineering before deciding on a 
military career. He studied at the pres- 
tigious US Military Academy at West 
Point and then joined the Philippine 
army in 1950. He became close to 
another West Point graduate — the 
equally professional Ramos — and 
quickly moved up the ranks to become 
army commander and finally vice-chief 
of staff of the armed forces. He has al- 
ways been justifiably proud of the fact 
that he founded the Scout Rangers, an 
elite unit in the army. 
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A soldier's soldier enter 
the political theatre 
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But politically the situation turned 
sour for Ileto as Marcos tightened his 
grip on the country in the early 1970s. 
Ileto was one of the only generals to op- 
pose Marcos' declaration of martial law 
in 1972. As a professional soldier, Ileto 
always believed that the armed forces 
should play a strictly supportive role to a 
civilian government. Even early this 
year, with rumours of a military coup in 
the Philippines before. the February 
election, Ileto believed that the armed 
forces were traditionally too apolitical 
to mount such a strike. Privately, he ex- 
pressed concern about the political ac- 
tivities of the Reform the Armed Forces 
of the Philippines Movement, the group 
of young highly motivated officers 
around Enrile, and he may well now try 
to use his substantial sway in the mili- 
tary to break the group up. 


M arcos was unhappy about Ileto's 
feelings, but he was more alarmed 
when his arch political rival, Benigno 
Aquino, stated publicly that Ileto would 
be his armed forces chief of staff “when 


I become president." Ileto had been an. 


army zone commander in Aquino’s 
home province of Tarlac, and the two 
knew each other. So while many in the 
military assumed Ileto would succeed 
Gen. Romeo Espina as chief of staff. 
Marcos had other plans. Ileto found 


himself on a flight to Teheran as Philip- 


pine ambassador. After monitoring the 
downfall of the shah of Iran in 1979, 
Ileto was posted as ambassador to 
Bangkok in 1981. 

While Ileto, in private circles, made 
no secret of the fact that he was an 
exiled general, he also used his time in 
Bangkok to study the successful Thai 
strategy against the countrys com- 
munist insurgents. While the com- 
munist New People's Army (NPA) in 


. the Thai Government's approach to the © 


| anti-communist strategy. Ileto carried 
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the Philippines was gaining strength, | 
the Thai Government's political ap- | 
proach to its own Communist Party of | 
Thailand problem succeeded if reduc- | 
ing the number of guerillas from a high | 
of 15,000 in the late 1970s to the current | 
figure of less than 1,000. The fact that | 
the Thais, unlike the Filipinos, had | 
asked the US to dismantle its military | 
bases may have been a factor in with- | 
drawing a propaganda target for the | 
communists, but Ileto was intrigued by — 
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problem. X 

When he left Bangkok for Manila in | 
February he had already had serious | 
consultations with Gen. Chaovalit | 
Yongchaiyut, an architect of the politi- |. 
cal approach to the communists (who is 
now the Thai army commander), on | 
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with him piles of documents on the suc- | 
cessful Thai effort to eliminate their | 
communist Problem, and his experience | 
may well tell in his approach to the | 
NPA, now that he is in the Philippine | 
counter-insurgency hot seat. Te 
During the brief February revolt in | 
Manila Ileto was a key man in wearing | 
down Ver in a psychological battle. He | 
managed to persuade Ver not to send | 
his troops against the vulnerable |. 
Ramos-Enrile camp until the advent of | | 
people’s power made it too late. He | 
again acted as an effective middle-man H 
in the bizarre takeover of the Manila | 
Hotel by pro-Marcos loyalists in June, | 
which resulted in an abortive, bloodless |. 
uprising against Aquino. 3 
Like Ramos, Ileto is known to be a 
staunch backer of Aquino. In some 
ways this is surprising since the two do - 
not know each other that well. One - 
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week after the successful February re- 
volt it took Aquino one whole evening, | 
at Ileto's home, to persuade the retired - 
general to serve as deputy defence . 
minister. Ileto eventually accepted, but |; 
only on a six-month basis because, ashe |. 
told confidants, he did not want to | 
be seen to be tied to Enrile's politigal |. 
coat-tails. As the weeks went by, with |. 
Enrile becoming more strident in ex- | - 
pressing his dislike of the Aquino | 
cabinet, Ileto became more and more | 
wary of his defence chief's political am- | 
bitions. His main concern was that En- Am 
rile would try to use the armed forcesto | - 
do his political bidding — something © 
which a professional officer like Ileto es- | — 
chewed. ; 
Again like Ramos, Ileto feels that 


the armed forces should back a popular | 


president. His clout in the military | | 
should help to defuse any movement to | - 
back Enrile's personal ambitions. In | 
this he has the solid backing of the US. jc 
Ileto’s hog farms are being neglected | 
these days as he takes centre stage. He > | 
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may be reluctant to assume such a post- — 
ure, but as a proven nationalist, with no 
Marcos skeletons in his cupboard, he is | | 
well positioned to bring some order into” 4 - 
his chaotic country. Ui 
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Permission denied 


Indonesia ousts remaining Australian journalist 


. By Shim Jae Hoon in Jakarta 


M oderates within the government of 
President Suharto have apparently 


. lost another round against hardliners 


from the military and intelligence com- 
munities who insist that critical report- 


ang of Indonesia's affairs by the foreign 


press amounts to interference. 
Following weeks of discreet behind- 
thesscenes negotiations, the govern- 
ment decided not to extend the resi- 
dence permit of Michael Byrnes, who 


=| was the only remaining Australian jour- 


nalist based in Jakarta. Byrnes, the cor- 


. respondent of the Australian Financial 


Review, whose one-year vifa expired on 


| 23 November, thus became the third 


- foreign journalist to be virtually expell- 


| edthis year. Five others had to leave the 





country in 1984. 
_ In explaining the case of Byrnes, of- 


- ficials here made it clear that they re- 


“mained suspicious of the Australian 
press in general following the Sydney 


.. Morning Herald articles in April which 


reported the business connections of 
Suharto and his family. 
Shortly thereafter, Jakarta-Can- 


_| Ray of hope 


extinguished 


inar Harapan, the leading Jakarta 
daily whose publication licence was 


_ revoked by the government of President 
. Suharto on 9 October, has now reached 
| a crossroads. Barely two months after 


its fourth ban in 25 years of publication, 
Sinar faces an unpalatable choice be- 


| tween a slow death by financial haemor- 
| rhage, or accepting new ownership 
= which it fears might compromise its 


editorial independence. 
- A week after the afternoon daily was 


- | banned for publishing "speculative" re- 
_ ports on government's readiness to re- 
. vise the controversial import tariff sys- 
= tem (which turned out to be true), in- 
-. fluential businessman Johnny Widjaya 


telephoned to relay an important offer. 


Sources said he was acting as an 
| intermediary for Bambang Rachmadi, 
. president of Panin Bank and son-in-law 
| of powerful State Secretary Sudhar- 
. mono, one of Suharto’s closest ad- 


visers. 

Apart from his family connection to 
the highest sources of power, Bambang 
reportedly declared he already possess- 
ed a publishing licence, which enables 


-.** him to launch a new newspaper any time 


] 


he wishes. A publishing licence in In- 





berra ties were further poisoned when 
Indonesian oficials refused entry to two 
Australian journalists - accompanying 
US President Reagan on a visit to Bali. 
Bilateral relations have not fully re- 
covered since then, despite a slow re- 
sumption in ezchanges of visitors. 

A few influential civilians plus some 
bureaucrats, ‘rom the ministries of 
fateigi 4ffaire‘and information had in- 
teréeded on behalf of Byrnes, arguing 
‘that expelling another Australian jour- 
Walist,.or fof *hat'matter a foreign cor- 
“respondent, would only worsen In- 


‘donesia’s Y bad image over press 
ffegdóm. The ^ 


rgument lost ground, 








Suharto: hardliners keep control. 


donesia is a privilege that only the gov- 
ernment can ofer. 

Under the ceal reportedly relayed by 
Widjaya — a 52-year-old entrepreneur 
presiding over a vast business group 
spanning powcered milk and blue jeans 
— Sinar's editorial and production man- 
power, plus its sales networks and print- 
ing facilities, would be used by Bam- 
bang under his licence in a form of sub- 
contracting. How Sinar's ownership re- 
sponded to ths offer is not clear, but 
sources said Bambang was too powerful 
a figure to be rebuffed. 

A second offer which came 
shortly after Bambang's — might prove 
even more difficult to resist for the 1,000 
members of tke newspaper's coopera- 
tive at Sinar's main office in Jakarta who 
own 60% of the company's shares. It 
was made by Sudwikatmono, Suharto's 
stepbrother who partly owns the huge 
Bogasari 'Flou- Mill and Indocement, 
business groups with which the Suhar- 
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|. however, to those hardliners still smart- 


ing from the Herald incident. 

A government committee composed 
of officials from various departments in- 
cluding the armed forces and Bakin (the 
intelligence agency) decided on 12 April 
to impose a blanket ban on all Austra- 
lian journalists, sources said. In Byrnes’ 
case an exception had been made as he 
had secured a long-term visa before the 
April uproar. The committee decided it 
would allow his visa to run out. but 
would not renew it beyond the 23 
November deadline, it is claimed. 


O° 8 October, Byrnes applied for a 
visa extension for himself and his 
family but no assurances came. When the 
Australian Embassy inquired into the 
matter on 7 November, there was still 
no certainty. It seemed as if the Indone- 
sian authorities would wait until the last 
day of the visa before they took any ac- 
tion. Byrnes was finally issuéd an exit 
permit a week before his permit expired. 


Indonesian intermediaries who in- 


terceded on his behalf, however, main 
tained that they were getting “greer. 
lights" for extension of his visa. But 
on 12 November, the Financial Review 
ran a front-page story by Byrnes de- 
tailing what it said was an attempted 
takeover of the Sinar Harapan news- 
paper — closed by the government in 
October — by Sudwikatmono, a foster- 
brother of Suharto. Sudwikatmono 


to family has been closely identified. 

In terms of the advantages of the 
offer itself, Sudwikatmono's at least ap- 
peared less direct. He was said to be 
ready to buy 30% of the shares in ex- 
change for a “guarantee” of a new pub- 
lishing licence. If this deal was consum- 
mated, a new company would be set up 
under the name “Suara Harapan" (or 
the voice of hope), thus closely identify- 
ing itself with the current Sinar Harapan 
(or ray of hope). 

“Currents: are moving too strongly 
towards the second deal," said one 


source. Each day since the ban has cost 


Sinar a loss of Rps 50 million (US$30,340) 
in potential advertising revenue, not to 
mention the monthly turnover of Rps 1 
billion for P. T. Sinar Kasih, the pub- 
lishing group. All employees have taken 
a 20% cut in their salary since October, 
but they might have to accept a 50% cut 
starting next month, unless the Suharto 
government reverses the measure. 


A that seemed unlikely to happen 
in view of an angry government's 
defiance of all appeals — from interna- 
tional as well as domestic circles — to 
save what many have regarded as an au- 
thoritative voice of Indonesia's edu- 
cated, urban middle-class. 

There is, however, a political liability 
for Suharto. The speed with which the 
country's powerful personalities have 
sought to acquire the bleeding Sinar has 
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runs a host of business companies. 

Indonesian sources said that in their 
view, the report amounted to a new pro- 
vocation by the Australian press to dis- 
credit Suharto. In sum, it was Byrnes 
who jeopardised his own chances, they 
said, an argument which has failed to 
convince observers here. 

In any case, officials here stick to 
their long-held argument that corres- 
pondents based in Jakarta must accept 
what they describe as the local *rules of 
the game," by which they mean jour- 
nalists should refrain from "stepping on 
the toes of the government." That 
broad definition includes reports deal- 
ing with the Suharto family's business 
connections and with certain aspects of 
the military establishment. 

Sources reflecting the government's 
viewpoint insist that unlike Malaysia or 
Singapore which has laws directly af- 
fecting the foreign press, Indonesia 
does not have any laws to control the 
foreign press as such. 

But the action against the Financial 
veview has coincided with more strin- 
gent censorship recently of overseas 
publications. 

Adding a strange twist to the issue, 
the government has chosen to reverse 
its no-entry decision against Barbara 
Crossette of The New York Times, who 
came to cover the Bali summit in April. 
She will now be allowed to visit Jakarta, 
a reliable source told the REVIEW. D 





raised concern over their seeming imper- 
viousness to recent criticisms that people 
around the first family will not stop ex- 
panding their business interests. 

An opposition critic said: “Sud- 
wikatmono and people related to him 
already own a vast amount of wealth. . . 
now they want to take over a newspaper 
after shamelessly hitting it with a ban.” 
Sources said the two known offers were 
separate and there was no indication so 
far that Bambang and Sudwikatmono 
were working together. 

. Inside the now quiet Sinar building, 
fatigue has begun to polarise opinions. 
Rorimpandey, the current publisher, 
struggling with the prospects of several 
thousand people losing jobs, is desper- 
ately seeking a solution. 

But the unlikelihood of the govern- 
ment making a concession is eroding 
employees’ confidence in their fight. 
Some were wondering if they should not 
accept a new buyer but “retain” the 
original Sinar spirit for a future when 
the political situation has improved, in- 
siders said. 

Among the wealth of cynics here, all 
the developments have sparked yet 
another pun. The newspaper, whose 
fortunes are flickering, should no longer 
be called Sinar Harapan, according to a 
veteran journalist who has seen a simi- 
lar takeover in the past, but Sirna Hara- 
pan. In Indonesian that means “Hope 
Extinguished.” — Shim Jae Hoon 
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Business as usual 


No surprise in Australia at journalists' ban 


By Hamish McDonald in Sydney 


he Indonesian Government's deci- 

sion not to renew the expiring one- 
year visa of the last Australian jour- 
nalist based in Jakarta, Michael Byrnes 
of the Australian Financial Review, 
caused little surprise in Australian 
media and official circles. 

In two areas of the bilateral relation- 
ship, Indonesian authorities have 
shown they intend to carry through with 
reprisals against Australian interests 
over the 10 April article in the Sydney 
Morning Herald about the business 
links of President Suharto’s family. 
These are the blanket ban on Australian 
media access and a paring back of 
the political side of military contacts. 

At the same time, it has quickly 


Dawkins: expanding contracts. 


got back to business as usual in the 
“machinery” of diplomacy and trade. 
Visiting Australian ministers have 
been welcomed in Jakarta over re- 
cent months to discuss refugee issues, 
world agricultural trade and bilateral 
trade. 

The departure of Byrnes and his 
family on 23 November on a one-way 
exit visa ended a very tentative rap- 
prochement after an earlier rupture 
over Australian reporting of the East 
Timor annexation in 1976. 

The stationing of a correspondent 
from Australian Associated Press in 
1983 had tested the water. After pro- 
longed negotiations, Byrnes was admit- 
ted in November last year. 

Over previous years, attempts had 
been made to reconcile Australian jour- 
nalists and Indonesian officials to each 
other’s different cultural backgrounds. 
Various cultural schemes had attempted 
to acquaint a broader range of Austra- 


. August Marpaung criticised Australian | — 
. reporters for too much “objectivity” at | 









lian media leaders with Indonesia, while | _ 
a selection of key information officials I" 
were shown around Australia. Ja 
The Sydney Morning Herald piece | 
quickly collapsed this process and pre- | - 
judices tended to bounce back into | 
place on both sides. The Australian | 
media have generally painted the case | - 
as suppression of free information | 
flows, while Indonesian officials have | 
elaborated views that the press should — 
be a responsible part of the body poli- dq 
tic. 3 
During his year in Jakarta, Byrnes br 
made it plain that while covering a E 
broad range of economic and business |- 
issues he woflld not shy away from sensi- | 
tive political affairs. But even had hisre- |- 
ports been entirely “positive” in the Dê- - 
partment of Information's eyes, few | 
analysts believe any exception would | — 
have been made to the ban. Js 


















decet ane diplomats indicate, pos- | 
sibly based more on hope than any- 

thing else, that the blanket ban on Aus- | 
tralian media access could be lifted after 
the Indonesian elections next April. |- 
Defending his government during radio | 
interviews in Canberra, Ambassador | 


the expense of “sensitivity” to Indone- | - 
sian feelings. d 
But at an airport news conference | 
in Jakarta, Mochtar actively defend- |. 
ed Byrnes as “objective” and impli- | — 
citly laid the decision for his expulsion 
at Information Minister Harmoko's | — 
door. T2 
Mochtar said that with Byrnes’ de- | , 
parture “we have lost a chance to ex- | - 
press our views to neighbouring coun- | - 
tries." He hoped “a change in the situg- 
tion” would allow Australian. jour- | — 
nalists to visit Indonesia in the future. - 
“We should realise that we need a chan- - 
nel in that country,” he said. 
In Canberra Hayden ruled out any | 
formal diplomatic protest, saying the — 3 
A "* 




















breakdown in media contacts was a- 
problem for journalists to work out. | 
Trade Minister John Dawkins went to | 
Jakarta to discuss expansion of busi- | 
ness contacts as Byrnes was packing | 
up to move the Financial Review's | 
base for Southeast Asian coverage to | - 
Manila. i 

Hayden's stand caused little or no | — 
outcry in Australian press circles. Aus- | - 
tralian Journalists Association federal | 
secretary Neal Swancott said: “Jour- | 
nalists of the Western tradition are still 
reporting from Indonesia and their 
material will find its way to Australia re- 
gardless of bans on Australian jour- 
nalists." o 
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4 Morello in New York 


he UN is being accused of thinly veil- 
l attempts to suppress or at least di- 
ittention from a new official report 
ailing “atrocities” and “acts of brut- 
"committed under the Soviet occu- 
tion regime in Afghanistan. The re- 
rt's author, Austrian Prof. Felix Er- 
acora, is openly indignant at what one 
? omat called the "eviceration" of the 











Ermacora says he does not accept 
JN's- explanation that the action 
economy measure. Instead, like 
ny UN diplomats, he suspects it was 
igned to avoid alien&ting. Afghan 
jibullah and his Soviet protec- 
a time when UN troubleshooter 
o Cordovez was heading for Kabul 
s latest peace mission. - 
| document is the second annual 
ort submitted to the UN General As- 
| Ermacora, the Geneva-based 
nan Rights. Commission's 
og on Afghanistan. Ermacora 
situation in the war-racked 









rights hush-up _ 


bites off Bas of a report on Soviet killings 


rt a year ago in- 


bly" since his first re 
N delegation with 


furiated the Soviet 


its candour and graphic detail about 


human-rights violations of.near-geno- 
cidal proportions. "Everything. I said a 
year ago is still valid," Ermacora told 
the REVIEW in an interview as the Gen- 
eral -Assembly’s social committee 
opened debate on the issue on. 18 
November. | 

He explained he had been advised by 
the Human Rights Commission that, to 
assure his report being published in full, 
it should stay within the 25-page range 
prescribed for such documents by the 
UN as an economy measure. As submit- 
ted to the UN secretariat for reproduc- 
tion, Ermaccra’s presentation ran just 
short of 21 pages. > 

‘But what was distributed publicly on 


„the eve of the Afghan human-rights de- 


bate was under 10 pages dealing princi- 


ETRRRRT—————————————————w—————————————————————————Ó EEUU SENA UA D Cl 


| Karmal’ s rise and fall page 26 


the vast en e of tthe he suppor 


The occupying Soviet contingent . is 
120,000 strong Pakistan and Iran 
harbour 5 million Afghan refugees . 
What was missing was the remainder 
of Ermacora’s account of his findings in 
September, when he interviewed scores 
of refugees, mujahideen and Pakistani 
authorities in camps and hospitals in 
Baluchistan and the North-West Fron- 
tier Province. Those findings included: 
» Some 360 people, mostly civilians, 
were taken away blindfolded and hand- 
cuffed by the Soviet-Afghan forces and 
“subsequently burnt alive.” __ 

> At Khad- Afghan secret police) in- 
terrogation centres, torture includes 
pulling out finger nails, systematic beat- 
ings and psychological pressure. — 

» "In one particularly horrible inci- 
dent. " 11 villagers in Herat province 
were killed by. having their throats slit 
with knives. 

> ina single bombing raid, betwee.. 
800 and 1,000 civilians were killed by 
soldiers in a Faryab province village. 

» Witnesses reported the continued 
use. of gas, napalm and phosphorous 
bombs and the planting oti booby-trap- 
ped toys and toy bombs that spray vic- 
tims, “especially children," with “hun- 
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‘ “has “deteriorated considera- 
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987-July 28, 1988, conducted at the corporate head... 
uarters of Arthur D. Little, Inc., one of the world's 
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a internationally focused program incloding specialized 
ae in project analysis and management, strategic 
| ina pment of Sa and agribusiness 
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Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 


: depth, authoritative analysis ofthe political, econo- 


mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 


“every country in the region, the Review is consi- 


dered to be the leading publication on Asian affairs 


in the world and deemed essential reading for | 
senior executives in business, banking, govem- v 


ment and the professions. 


Over 8596 of the Review's tirtulailion: is on pre- 


paid subscription; and a new survey of Heview 


| Subscribers has just been completed by Interna- 


tional Research Associates ( HK) Ltd. 
Review subscribers are primarily 







ly, make key 
decisions for their companies: n ipid enormous 


purchasing power. —. 
For a complete copy of the Review Subscriber 


| Study 1986 please write on i Company's 
letterhead to: 


2 Ms Elaine Goodwin . 
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dreds- of fragments similar to small 
blades." 

Ermacora.said estimates of civi- 
lian deaths range from 10-12,000 for 
January-September 1986, compared 
with 37,000 in all of 1985. In his inter- 
view, he explained that fewer civilians 
died despite the intensified fighting and 
bombardments because so many villa- 
gers have been driven either into cities 
or out of Afghanistan. 

In a covering note to the quasi-sup- 
pressed portion of the report, UN Sec- 
retary-General Javier Perez de Cuellar 
said that “as a cost-saving measure, 
supplementary material” would be pro- 
vided separately to the individual dele- 
gations but only “in the original lan- 
guage of submission” — English. Nor- 
 mally, such documents circulate pub- 
licly and in the UN’s five official lan- 
guages: English, French, Spanish, Rus- 
sian and Ghinese, and often in Arabic. 

Appearing before the committee 


amid complaints about the unorthodox ` 


^'ocumentation procedure, Undersec- 
'tary-General William Buffum, an 
. American whose office is the focal point 
for human-rights issues, repeated Perez 
de Cuellar’s explanation. He denied 
that any material had been suppressed. 
The first challenge from the floor 
came from Guy Trouveroy of Belgium, 
who told the committee he was not satis- 
fied with Buffum’s explanations. He 





Afghan refugees in Peshawar. 





pointed out that while the Afghan re- 
port had been abbreviated, others had 
not. Also, he asked, how could delega- 
tions study Ermacora’s material if it was 
not translated into the official lan- 
guages? Other delegates, notably Pakis- 
tan’s, who have been complaining pri- 
vately, say they will put their reserva- 
tions on the record later in the debate. 

. Ermacora said that because the Af- 
ghan “supplement” was not given a UN 


catalogue symbol, it could not be re- . 





trieved from the UN's reference library — 


— if indeed it is ever deposited there. 
Asked if he accepted Buffum's explana- 
tion, Ermacora snapped: “No.” 

The opening of the debate on the 
Ermacora study coincided with the re- 
lease of the London-based human- 
rights group Amnesty International's 
50-page report on the torture of political 
prisoners in Afghanistan. 

The Amnesty report said: "There are 
consistent accounts of the complicity of 
Soviet personnel through their presence 
during interrogation under torture. 

Beating and kicking are "routine" 
forms of torture, Amnesty reported. 
Many prisoners said they were depriyed 
of sleep and forced to stand for pro- 
longed periods. | 

Electric shocks were administered 
by charged rods, through bare wires 
connected directly to an outlet or by 
"telephone" s- a box with a hand crank 
which, when turned, sent electric cur- 
rent through wires attached to the vice 
tim’s body. The report continued: 
“Other forms of serious abuse . . . in- 
cluded prisoners having a bottle or, in 
one case, a heated wire thrust into the 
rectum, having fingernails pulled out or 
needles inserted under them, being cut 
with a knife, . . . being scalded with very 
hot water and having hair torn out." 

Women underwent the same torture 
as men. 
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. By Husain Haqqani in Peshawar 
7 removal of Babrak Karmal from 


all party and government offices in 


T the Kabul regime marks the culmina- 


| tion of a growing power struggle in the 
. ruling People’s Democratic Party 


of Af- 
ghanistan (PDPA). Radio Kabul an- 


. nounced Karmal’s resignation as Af- 


. ghanistan's president on 20 November, 


adding he had been relieved of all re- 


spopsibilities by the revolutionary coun- 


cil at his own request. Karmal was 


| awarded the country’s highest honour 
| — the Order of the Saur Revolution — 


| and a pension, apparently to maintain 


the goodwill of his party supporters. 
ut rumours regarding his where- 


abouts surfaced immediately, some 
. dMaiming that the former leader had 


. been placed under house arrest. Al- 


though there was no confirmation of the 


- rumours, it was clear that Karmal had 


| lost in his bid to reassert influence 


ainst former secret police chief 


| Najibullah who replaced him as PDPA 
| — prar igre in May this year. 


's star had been on the wane 


. since last year (REVIEW, 12 Dec. '85) 
| SOUTH ASIA 


! Slow but sure start 


| Rise and fall of Karmal 


- Power struggles in the ruling group take their toll 


when the Sov:et-installed leader started 
to lose Moscew's confidence. Najibul- 
lah was gradually eased into control of 
the party after being appointed one of 
eight party secretaries in November last 
year. But given Karmal’s significance as 
founder of the PDP A's Parcham or flag 
faction and as the leader installed by the 
Soviets through direct military interven- 
tion, he was not stripped of all his of- 
fices. 

Apart from being nominal head of 
state, Karmal was also promised the po- 
sition of head of a national council, 
proposed as a replacement for the eight- 
year-old revo utionary council. Recent 
manifestations of support for Karmal, 
particularly the ovation he received at 
the recent troop withdrawal ceremony 
in Kabul, led to speculation that the out- 
going leader might try to regain an in- 
creased role in party and government 
affairs. 

The infighting within the Parcham 
wing resulted in the downfall of the 
PDPA's Kabul branch chief, Abdul 
Zahoor Razmjo an alternate 


Saarc leaders agree on some cooperative ventures 


By Salamat Ali in New Delhi 


: es fledgeling South Asian Asso- 
ciation for Regional Cooperation 
(Saarc) has made a start of sorts, but 


_ doubts persist over how far and fast such 


cooperation might go because of the less 
than amicable relationships among its 


members. 


The regional projects launched at 
the recently concluded Saarc summit in 


. Bangalore, though worthwhile in them- 


selves, may not foster much coo erative 
effort. India is to host a planned region- 


. al meteorlogical centre for which it al- 


ready has the operational facilities. But 


| as India is the only country in the region 


| the Saarc leaders. 





ayip 


to have a weather satellite, the input from 


other members would be negligible. 


The other project, an agricultural in- 


formation centre to be located in 
. Bangladesh, is too vaguely defined for 
. any realistic evaluation of its utility to 


the region. 

Undaunted by such scepticism, In- 
dian officials maintain that trade, indus- 
try, energy and finance are the most 
promising areas of potential coopera- 
tion. However, these areas are still not 
part of the agreed joint endeavours by 


All the same, the year-old body can | 


clam two significant achievements. 


First, it provides an annual forum for |: 


the South Asan rulers to discuss and 
ease existing tensions. But for Saarc, 
even the arrarging of bilateral summits 
would be an uphill task. Secondly, the 
summits provide an opportunity for in- 
stant additions to the identified areas of 
cooperation. The first summit in Dhaka 
last year raisec the number of such areas 
to 10 and in Bangalore one more was 
added. 

The slow but so far steady progress is 
indicated also »y three directives issued 
by the Bangalore summit. First, all 
feasibility and conceptual papers must 
be prepared and presented to the 
foreign ministers’ meeting due to be 
held in India in May 1987. Secondly, the 
projects must be prepared in order of 
priority keepirg in view costs and bene- 
fits. Thirdly, any project fhat does not 
make headway in 18 months must be re- 
ferred back to the foreign ministers’ 
committee to decide on its continuation 
on the Saarc’s action programmes. 

The aim of Saarc’s permanent sec- 
retariat — due to be inaugurated in 
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member of the politburo. Razmjo was a 
former Karmal loyalist who acted as 
Najibullah’s front-man in criticising the 
outgoing party boss. 

e was replaced as head of the 
Kabul party branch by Abdul Wakil, a 
cousin of Karmal and a close confidant 
of Interior Minister Sayed Mohammed 
Gulabzoi — the leader of the party’s 
Khalq or masses faction. Although 
Khalq has been suppressed since the 
rise to power of Parcham after the 
Soviet takeover in 1979, Gulabzoi has 
managed to survive several purges and 
is now believed to be gaining influence 
within party and government. 


T split between Karmal and 
Najibullah has divided the Parcham 
wing of the PDPA, the unity of which 
has traditionally been strained by 
rivalry between Parcham and Khalq. 
Among the signs of the growing rift 
was a report of Razmjo's serious injury 
in a grenade attack on his car on 22 Oc- 
tober. Razmjo's attackers were eithe - 
Khalgis or supporters of Karmal and the 
circumstances of his removal from of- 
fice confirmed suspicions of a three-way 
power struggle involving Karmal, 
Gulabzoi and Najibullah. The Khalq 
faction had apparently supported 
Najibullah in his bid to replace al, 
arid Gulabzoi was rewarded by the new 





: scepticism. 


Kathmandu in early January — is to 
coordinate and monitor Saarc activities. 
A fund has been created to finance the 
programme costs of regional institu- 
tions and meetings of technical commit- 
tees. India and Pakistan, in that order, 
are its biggest contributors with other 
members following far behind. 


Qo programmes in various stages 
of implementation or consideration 
include a plan to link India with Pakis- 
tan, Maldives, Bangladesh and Nepal by 
direct-dialling telephones via satellite by 
March 1987. Under consideration is a 
Saarc computer software centre and 
India's offer to other Saarc countries to 
use its land-based telecommunication 
network for transit traffic. 
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leader with promotion to the rank of 


colonel general. 

The factional squabbles within the 
PDPA resulted in the postponement of 
a proposed congress of the National 


Fatherland Front — the all-encompass- 
“ag united front which has featured 

rominently in Najibullah’s attempts to 
` increase support for his embattled re- 
gime. The congress, scheduled for 18 
November, was expected to approve a 
new constitution for Afghanistan but 
the factions within the ruling party have 
failed to agree on important constitu- 
tional issues. Difficulties have also 


Experts have been directed by the 
summit to speed up a report on coopera- 
tion in the state-of-the-art technology of 
remote sensing in mineral-resources 
exploration and surveys on natural re- 
sources. 

Pending further study into the mat- 
ter the Bangalore summit agreed to 
Pakistan’s proposal for setting up a 
rural-development corps to be made up 
of youth from member countries, to help 
local communities with rural projects. 
The summit also ordered a detailed 
examination of proposals for rural 

rater supply, rural technology and the 
10rmation of a regional germ-plasm ex- 
change bank. 

Following an agreement on the shar- 
ing of costs, Saarc would go ahead with 
India's proposal for a transport plan- 
ning and management centre. It is to 
examine in detail proposals to facilitate 
tourism and allow limited convertibility 
of national currencies for tourists from 
Saarc countries. Other possible pro- 
grammes include: exchange of scholars 

and academics through Saarc scholar- 
ships; Saarc chairs in universities; a 
Saarc documentation centre on techni- 
cal, scientific and development matters 
within the region, and exchange of radio 
and TV programmes. 

The summit also agreed to set up a 
postal research and development 
centre, standardise architectural de- 
signs of post-office buildings and 
examine in detail the proposals for a 
Saarc postal union and reduction of 
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emerged in nominating candidates for 
an elected parliament, promised by 
Najibullah as part of his national recon- 
ciliation programme. 

The parliament was expected to be 
bicameral but current thinking within 
the party seems to be to make it unicam- 
eral to avoid defining boundaries of 
nationalities and tribes for a house of 
nationalities. Failure to define tribal 
and sub-national boundaries is among 
the various issues currently dividing 
party leaders. 

The Soviets now seem fo have 
helped in putting off a factional con- 
frontation by securing Karmal's hon- 
ourable removal from the presidency. 
Najibullah was pressured into pulling 
back from putting Karmal on trial 
though at one point the former was 
rumoured to have initiated the process 
for a sedition trial. 

The split in the PDPA has adversely 
affected the Soviet plan of expanding 
the Kabul regime's power base. Kar- 
mal's removal had originally been ini- 
tiated to reduce Parcham-Khalq rivalry 
and to give Najibullah a chance to ap- 
pease religious and tribal leaders 
through local initiatives and overtures. 
But the change in party leadership has 
apparently had the reverse effect and 
the Soviet-backed regime’s internal 
problems seem to have increased. [J 


postal rates to the level of inland rates. 

One significant decision was to 
negotiate for UN help to set up a Saarc 
research and training centre for treat- 
ment and rehabilitation of drug addicts. 
The centre is to have a regional narco- 
tics-testing laboratory. Under an ad hoc 
agreement reached at the summit, Saarc 
has set up a committee to counter the 
problem of drug abuse and trafficking. 

Equally significant is the setting up 
of a group on terrorism. An earlier joint 
study made a set of 10 recommenda- 
tions which were adopted with a few 
qualifications by some countries, espe- 
cially India, which argued that time was 
needed to implement some of the recom- 
mendations because of the complexities 
involved. 

The 10 points recommend joint ac- 
tion in dealing with cases of hijacking, 
attack on diplomatic personnel, holding 
of hostages and use of a country's terri- 
tory to launch, promote or indirectly 
help terrorism or civil strife in another 
country. India would like the Sri Lan- 
kan Tamil issue solved and the militants 
to leave Tamil Nadu before committing 
itself to the implementation of some of 
the recommendations. : 

Meanwhile, the group on terrorism 
is to collect a list of whatever may be 
considered by each member state as 
crimes of terrorism, consolidate the list 
in a joint declaration to enable the next 
meeting of foreign ministers to consider 
coordinated preventive action including 
extradition. IR 


Significant 


spin-offs 


Bangalore meetings also 
tackle sensitive issues 


o< of the major spin-offs of the 


recent Saarc summit in Bangalore 


was the progress made in India's rela- - 


tions with Bangladesh, Sri Lanka and 


Pakistan. While the summit itself dealt |. 

with the non-controversial matters of | — 
regional cooperation, Indian leaders | 
spent many hours in bilateral talks with | 


top delegates of the other countries. 


India, as the largest and the only | ; 


Saarc nation with land or maritime 


boundaries with all other members - 3 





states, placed particular importance on | - 


these behind-the-scenes. parleys. The — 
coming months will give further indica- - 
tions on the results of this exchange cf — 


views. 


At the Dhaka summit last year, — 


Bangladesh managed to get India's en- 
dorsement to its proposal to involve 


Nepal in a joint study to augment the — 1 


water resources of the river systems of 


the northeastern part of the Subconti- | 


nent. Some of Nepal's rivers join Indian 
rivers, some of which in turn flow 


through Bangladesh before emptying | 
into the Bay of Bengal. During the past | — 
and ES 
Bangladesh have visited Kathmandu for | 


year, experts from India 


technical consultations. 


Dhaka and New Delhi have been - : 
locked in a dispute over sharingthe wat- | 


ers of the Ganga and its tributaries 


which flood Bangladesh during the — 
monsoons but turn into a trickle during |- 





the dry season. India has built a barrage | - 


on the Ganga at Farrakka in West Ben- | - 
gal state, which Dhaka claims has de- |. 
prived it of enough water in the lean 


winter months. 


New Delhi's proposed solution has | 


been to construct a long canal linking 
the Brahmaputra river in northeastern 
India to the Ganga via Bangladesh. 
Dhaka’s counter-proposal has been to 
build huge reservoirs along 
Himalayan watershed in Nepal to re- 


lease water downstream during thelean | 
period. Nepal had refused to get in- - 


volved in the scheme unless both India 


and Bangladesh jointly asked it to par- - 


ticipate. 
One diplomatic source told the 
REVIEW in Bangalore that during 


Bangladesh President H. M. Ershad's | 
meeting with Prime Minister Rajiv | 


Gandhi, there was some progress on the 
river-waters issue. 

. A lot of time was devoted by Indian 
leaders in Bangalore to the Sri Lankan 


issue. Apart from about six hours © 


spread over three sessions that Presi- 

ent Junius Jayewardene had with Gan- 
dhi, Indian Foreign Minister N. D. 
Tiwari: and ministers of state Natwar 


the |: 


; Singh and P. Chidambaram held long 
| discussions with Sri Lankan Foreign 
| Minister Shahul Hameed. 

; The side show to the talks was Tamil 

. Nadu Chief Minister M. G. Ramachan- 
| dran's meeting with Gandhi, as was the 
presence in Bangalore of leaders of Sri 

ankan Tamil guerillas based in Mad- 
ras. They had been brought to Banga- 
| lore by a special air force plane. The 
| militants claimed later that they had 
| spurned Colombo's offer of a secret 
ji meeting with Jayewardene. Jayewar- 
| dene left for Colombo after the summit 
| and a long discussion at the airport with 

Gandhi. 

| He left his foreign minister and 
| foreign secretary behind to continue 
| talking to the Indians. The two Sri Lan- 
| kans flew to New Delhi and after about 
| 36 hours returned to Colombo. Both the 
| Indians and Sri Lankans were tightlip- 
| ped on the extent of progfess at their 
| discussions but both claimed some 
| nfovement forward. 

1*5 hat is known in diplomatic quar- 
| WW ters is that through its mediation, 
| India has been able to persuade the 
| guerillas to give up their demand for 

separation from Sri Lanka but is still 
| stuck with their insistence on a link be- 
| tween the Northern and Eastern pro- 
| vinces within a united Sri Lanka. Also, 
| Colombo wants India to guarantee the 
| implementation of any agreement that 
| it might reach with the guerillas. 

- A India is not too happy to exchange its 

. mediatory role for active involvement, 
— because not many are sure that any 

agreement which the guerilla leaders 
| based in Madras reach with Colombo 
| will be fully acceptable to their follow- 
| ers fighting Sri Lankan armed forces in 
| the Jaffna peninsula. If the agreement is 
| repudiated by the Jaffna guerillas, the 
| proposed Indian involvement could re- 

sult in Colombo's demand for New 

. Delhi joining hands with it to eliminate 

the rebels. 
| . Inhis meeting with Pakistan's Prime 

. Minister Mohammad Khan Junejo, 
| Gandhi was able to convince him that 
| India was not about to launch an inva- 
| sion and that recent Indian troop move- 

. ments along its border with Pakistan 
| were for the usual winter exercises. It 
| was also agreed that officials of the two 
| sides would meet in Lahore in De- 
| cember to discuss terrorism, drug traf- 

ficking and smuggling along Pakistan's 

— border with India. 

— Apart from that the foreign sec- 
| retaries of the two countries are also to 
| meet in January in Islamabad to 
| examine how to restart the stalled Indo- 
| Pakistan dialogue on normalisation of 
|. their bilateral ties including resumption 
| oftrade talks and negotiations on a no- 

war pact. However, Gandhi has shelved 
his proposed trip to Islamabad on the 

* grounds that such a visit has to be the 
| culmination of the bilateral normalisa- 
| tion process. — Salamat Ali 
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PAPUA NEW GUINEA 


Burying a ‘Big Man’ 


A leading politician’s death sparks riots 


By Hamish McDonald in Sydney 


Eu burial of Papua New Guinea 
Highlands’ political “Big Man" Sir 
Iambakey Okak has proved as turbu- 
lent as his life with rioting and looting 
accompanying his coffin on its farewell 
journey through major towns. 

Okuk, minister for primary industry 
in Prime Minister Paias Wingti's cabinet 
and leader of the minority coalition 
partner the Uaited Party, died in Port 
Moresby at the age of 43 on 14 
November of liver cancer, diagnosed 
only a month earlier. 

Although Fis party ranks had thin- 
ned steadily from defections in recent 
months to abcut nine members of the 
109-seat National Parliament, and 


Wingti had taken the kudos of being the 





first Highlander to become national 
premier, the turnout of mourners showed 
a loyalty that surprised analysts. 

Thousands of Highlanders, many 
caked in red mad as a traditional sign of 
mourning, gatnered in Port Moresby. 
On 17 November, groups of young men 
attacked shops and stoned vehicles. 
Businesses, government offices, schools 
and the city's airport closed as riot 
police struggled to regain control. 

The next day similar crowds squatted 
around the airstrip in the Eastern High- 
lands town of Goroka, centre of Okuk's 
electorate and his wife's home region. 
As the restive crowd waited, bands of 
youths. attacked supermarkets and 
other property as police chased them 
with batons and tear-gas shells. 

Wingti, whe accompanied the coffin, 
attempted to placate the crowd by 
speaking from the front of his hotel but 
was driven back through the building 
choking on tear gas. 


At the next stop, Mount Hagen, the 
mourning crowds were even larger — 
with estimates of 30-60,000 — but their 
behaviour was calm. However, when 
Okuk’s body arrived in Kundiawa, capi- 
tal of his native Chimbu province, riot- 
ing and looting again broke out. 

Blame for the rioting was put less on 
the subsistence farmers who had walked 
down from their villages than on a 
minority component of unemployed 
youths living in the towns, and on op- 
portunism by raskol (criminal) gangs. 

Some bouts of looting nfay have 
started with anger among mourners at 


shops remaining open instead of closing _ 


as a sign of respect. Police ineptness was 
also criticised for stirring up crowds, not 
least by Wingti. 

The worst damage occurred in the 
coastal city of Lae, where Okuk’s coffin 
was not paraded but where about half 
the population are Highlanders. Dam- 
age and losses were put at about Kina 1 
million (US$980,000), which probably 
matches the combined damages else- 
where. Okuk was finally interred at 
Kundiawa on 22 November. 

Once the commotion has died down, 
Wingti himself could face criticism for 
not taking a higher profile. 

On the other hand, the political af- 
termath may benefit Wingti, as he pre- 
pares for a general election due in mid- 
1987. Okuk leaves no one else but 
Wingti as a Highland politician of na- 
tional stature and Okuk’s deputy is from 
the coast. This group could now gravi- 
tate towards Wingti’s recently formed 
People’s Democratic Movement, which 
counts on about 20 members. 

Although funeral rites were hardly 


the time to voice it, Okuk had also been - 


a perpetual trouble-maker for the gov- 
ernments he joined, not least for the 
blurred line between his diverse busi- 
ness interests and his political policies. 

Under Sir Julius Chan’s prime minis- 
tership in 1980-82 Okuk had caused a 
major scandal over his unilateral order 
of de Havilland Dash 7 aircraft for the 
national airline. 

With the election approaching, 
Wingti might also be relieved at not hav- 
ing to worry about Okuk’s campaigning 
style. In the 1982 election Okuk disre- 
garded legal restrictions on campaign 
spending to present every voter in his 
electorate with a case of beer. ; 

Okuk lost, only re-entering parlia- 


ment in a by-election, but the gratitude 


still lingers, as perhaps shown by the 
number of mourners. It was, however, 
an example of vote-buying most politi- 
cians were happy to have disappear. Kl 
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HEN you first handle a Patek Philippe, you 

become aware that this watch has the presence ; 

of an object of rare perfection. 

We know the feeling well. We experience it every time 

a Patek Philippe leaves the hands of our craftsmen. 

You can call it pride. For us it lasts a moment; for you, 

a lifetime. 

We made this watch for 

you .- to be part of your 

life — simply because this 
is the way weve always 

made watches. 

And if we may draw a con- 

dusion from five genera- 

tions of experience, it will 

be this: choose once but 

choose well. 

A Patek Philippe - 

because it's for a lifetime. 








PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A. 
4l, rue du Rhone - 1211 Geneva 3 - Switzerland 

















At today's greatest sports events, Philips innovative 
achievements in technology set the pace. Bringing all the excite- 
ment of the game to worldwide TV audiences. And helping the 
events to run smoothly and safely. 

Our contribution to global sports events includes special- 
ized systems for paging, public address, lighting, computing, 
security, broadcasting and communications. And perfect 
reception of course on our high-tech TVs and videorecorders. 

At the 1986 World Cup in Mexico for instance, our 
computer controlled colour TV cameras, and video and 
broadcast equipment helped transmit all 52 matches to 550 
million viewers. 

For the Asian Games 1986 in Seoul we designed, supplied 
and installed sports lighting systems. And no less than fifty of our 
UHF television transmitters are already in service in Korea to 
provide public television coverage. 
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Well also be involved in the 1988 Summer Olympics in 
Seoul and Winter Olympics in Calgary with broadcast lighting 
and security systems. 

Moreover every National Olympic Committee around. 
the globe uses a Philips TV and video recorder. To watch video 
information from IOC headquarters. This choice has earned us 
the coveted title "Official Supplier to Olympic Solidarity". 

Timeandtimeagain, weve proved ourcommitmenttothe 
world ofsportby meeting some of its greatest challenges. 

With Olympic achievements that have made us technology 
leader in sports support. 
Philips. The sure sign of expertise worldwide. 


PHILIPS 


The products used by the Olympic Committees may differ from country to country. 
Philips Corporate Marketing Communications, Eindhoven, the Netherlands. 








L From Flash Gordon Corric Strip, 1939. 


“Lingan’s ship roars out of Mingo.. 


Once, gearing a company for the 21st Cen- 
tury would have counted as long-range planning. 
But the next century is next door now. 

And any company that wants a significant 
place in the future has to consider whether its 
businesses, literally, have a future. 

At TRINOVA, we began thinking about the 
future some time ago. And it's reflected in the 
corporation we've become, and the products 


You see, our operating companies— 


© 1986 TRINOVA Corporation (Ticker symbol-TNV) :1705 Indian Wood Circle, Maumee, OFio 43537 





Aeroquip, Vickers and Sterling Engineered Prod- 
ucts —manufacture thousands of products other 
manufacturers need. Some $1.4 billion worth. 

Equally to the point, in our businesses (power 
and motion control, and plastics) we're market 
leaders. 

Well, as leaders, we've begun applying cer- 
tain principles that we're convinced will become 
more and more a part of manufacturing. 

Meaning what, exactly? 

Absolute quality, for one. Customers always 
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d our products. 








> 
Cs 
Oo 
© 
) 
(D 
dz 
oO 
= 
© go 
o0 
ce 
NS 
(e 
— 
las. de a 
== 
ou IL 
EE 
tog; 
Css 
OF & 
Tr pu 
el 18 
D 
ET >, 
O0 
A EN 
Uu» $ MY | 
SS = Gd) E > 
er. | = 
O Q D z 
e o Sumo © ~ 
YN x 
Ta QD 
S E. 
QO : 


ife 


And there's the principle of cost effect 
Which involves not just making products that con- 
tribute to our bottom line, but to our customers 
Which is why we feel the urgency about mak 


bottom line. 
If these principles made sense before 


Finally, the pursuit of technolog 
lence. A pursuit that goes beyond the factory floo 
be even more crucial in the future. 


looked for quality But nowadays, they 
into every corner of our corporate | 





THE FINEST SILK, FINISHED BY HAND. 
A DUNHILL TIE BY TRADITION. 
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At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design; whether the material worked is of finest sk, a precious metal or subtle spices. Dunhill has become 
a hallmark not just of inherent British values but of quality the world over. 


The Dunhill Tie. In both cut gu design it is a true celebration of the tie maker’s art. All the ties in the 
range are made in Italy from 100% silk and are hand-sitched. This means that they hang better and always regain their 
excellent shape after being untied. And all show the Dunhill symbol as a discreet reminder of their pedigree. 


ALFRED DUNHILL’S PHILOSOPHY: a 


IT MUST BE USEFUL.IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUL. 
IT MUSTLAST.IT MUST BE THE BEST OF ITS KIND. 
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€ ONE of the dubious fringe benefits 
of being a journalist is that one gets to 
meet the high and the mighty. Most are 
disappointingly dull, and many become 
pompous. But high rank does not al- 
ways breed unapproachability. 

My first encounter with General 
Charles de Gaulle was a disaster, but it 
set the scene for a superb contact for 
life. Throughout the Desert War of 
World War II, a press briefing was held 
every day for accredited war correspon- 
dents at 12 noon in the Immobillia 
Building in Cairo. After giving out the 
usual information on the brilliant tactics 
of German General Rommel and — 
sometimes — what the British planned 
in response, the director of Army PR, 
Lieut-Col Philip Astley MC, would 
make local announcements. One day he 
said: “OR, by the way, a French general 
has just arrived. I can’t remember his 
name.” A junior officer whispered “de 
Gaulle.” Astley then said: “Does any- 
one want to see him? I don’t think the 
man speaks English.” There was a 
deathly hush: obviously no French cor- 
respondents were present. After a few 
moments I said I would like to meet him. 
“What time shall we wheel him around?” 
Astley queried. Thus de Gaulle came to 
see me that afternoon in the dark lounge 
of Shepheards Hotel (dark was thought 
to be cool in those days). 

After a splendid interview in which 
de Gaulle talked of Indochina and the 
war in the Far East as well as Syria and 
Lebanon, I wrote what I thought was a 
good story for Kemsley newspapers, for 
which I then worked. No London news- 
papers were available in Egypt and, 
after a few days, de Gaulle’s ADC tele- 
phoned to know when my report would 
be published, as the general wanted to 
alert Mdm de Gaulle who was in Lon- 
don. I sent a service message to 
Kemsley requesting the date of publica- 
tion and received a curt reply stating 
that the exclusive interview had not 
been published and it was most unlikely 
it would ever see the light of day. When 
I told this to an older, senior correspon- 
dent, he commented: “Lady Kemsley is 
French, and she does not, repeat not, 
like General de Gaulle.” 

Years later, when de Gaulle was 

president of France, he always recalled 
our Cairo meeting without rancour. 
@ | LAUGHED when Lady Kemsley 
cost her husband a fortune years later. 
She insisted that the sexual organs of a 
prize bull be blotted out of a picture to 
appear on the front page of the Daily 
Sketch. The owner of the bull was livid 
with rage and sued the newspaper. 

But to go back to the politically pow- 
erful, comparatively few of them treat 
with warmth people they have known in 
their early days. Indira Gandhi was an 





De Gaulle; Gandhi; the shah: remembering old 











PANA-INDIA 


young mother, speaking excellent 
French and confessing that she felt 
naked wearing a skirt. 

After she returned to India I met her 
as information minister during the Indo- 
Pakistan war in the spring of 1965. She 
was then extremely friendly and helped 
me to get to the fighting quickly beyond 
Jammu near Akhnur in an area forbid- 
den to correspondents. Later, when 
prime minister, she enabled me to visit 
such places as Kohima and Imphal — 
the former a site of a famous World War 
II battle — and other places in Nagaland 
barred to foreigners. 

But most, when they have "arrived," 
believe the press should use the trades- 
men's entrance. To be fair the press 
does seem to be pushier, due doubtless 
to competition with radio and TV than it 
was in my youth. 

@ THE Chinese make a great point of 
being kind to “old friends." The late Sir 
John Keswick, the Jardine taipan, had 
been Admiral Mountbatten's political 
officer during the war in Chungking, 
then capital of Chiang Kai-shek's 
Nationalist China, where the future pre- 
mier Zhou Enlai represented the com- 
munists. Keswick and Zhou became 
friendly and enjoyed long lunches or 
dinners together every week. Later, 
Keswick was the director of Jardine's 
operations in Shanghai when the com- 
munists took over. He left China shortly 
after handing over the valuable proper- 
ties to the new government of the peo- 
ple's republic. But he was, on the in- 
structions of premier Zhou, one of the 
first capitalists to be invited back to 
communist China. At important dinner 
parties the two men caused Chinese and 
British officials to “roll in the aisles” 
when the premier made his speech of 
welcome in halting English that was, in 
turn, translated into heavily accented 
Shanghainese by Keswick. 

@ LAST week I heard a Chinese minis- 
ter make a splendid remark about field 
marshal Sir Edwin Bramall who was 
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[Bramall] iea bit of a youngster to be a 


field marshal — don’t you think?” | 


Bramall is 62 and retired last year as the 
chief of general staff in Britain to be- 
come a director of Vickers. He, I must 
add, was as pepe as a general as he 
was when a youthful colonel. 

@ THE late Shah of Iran sounds an un- 
likely man to remember old friends. In 
his later years as shah, almost the entire 
bureaucracy was terrified of HIM — His 
Imperial Majesty — who used a solid 
gold telephone and tended to dismiss 
anyone who disagreed with him. As à 
young man he suddenly found himself 
sitting on the Peacock Throne when his 
father was sent by the British into exile 
in the Seychelles as a result of his pro- 
German activities. The Allies, at that 
time, wanted to send defence equip- 
ment into the Soviet Union after the 
German attack, through the port of 
Basra, lraq and Persia. The Russian 
army occupied the north of Persia and 
the British the south as the new shah 
took over. I called on him in what my 
husband dubbed my “ill-fitting battle 
dress." After two hours of discussion he 
said “Do stay for lunch; my wife is $0 
lonelv." The shah was then married to 
King Farouk's sister — his first wife — 
so I lunched with them before going off 
to write my piece. 


€ RATHER cheekily I compared the | 


"flash" entrance hall of the shah's 
palace to a Lyon's Corner House, à 
chain of London restaurants. While 
checking out the quotes with me, in per- 
son, the following day the shah said 
quite sincerely: “Do you really think it is 
as good as Lyons?" Like de Gaulle he 
never forgot and he was generous with 
interviews, also talking with me in the 
first part of his sad exile in Marrakesh. 
Unfortunately few people dared to 
tell HIM of the opposition that had built 
up in Iran against his rule. Nevertheless, 


| cannot help feeling that the Iranian | 


girls working in banks and offices in 








blue jeans, who once enjoyed a gin and* 
tonic, must now regret their support for 
the Ayatollah. 


exception. I knew her in Paris after the 
war when she was head of the Indian 
Delegation to Unesco. I recall her as a 


striding around the grounds of the De- 
fence Exhibition in Peking: “He 
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| TAIWAN 


A two-pronged test 


Voters prepare to choose — KMT or DPP 


| By Cari Goldstein in Taipei 


Sen 12 million voters will have the 
unique opportunity on 6 December 
of voting in Taiwan's first two-party 
election. The poll, which will choose 73 
new members of the Legislative Yuan 
and 84 seats in the national assembly, 


comes at a critical time in the island’s | 


history. 
It follows only weeks after the estab- | 


lishment of the opposition Democratic 


Progressive Party (DPP), formed on 28 
September in defiance of the ruling | 
Kuomintang’s (KMT) long-standing 


ban on new political partieg. And it will | 


be the first test of voter sentiment since 


tbe KMT's historic 15 October an- | 
nouncement of its intention to lift both | 


martial law and the party ban. 
With the opening of the formal cam- 


X paign period on 21 November, candi- | 
. dates of both parties and their support- 


ers burst into a frenzy of activity in 
Taipei and other population centres 
around the island. Trucks equipped 
with loud-speakers broadcast slogans 
and appeals for support, and campaign 
rallies in school yards and temple court- 
yards attracted thousands of listeners, 
despite the steady rain that fell through- 
out the first several days of campaign- 
ing. 

In Taipei the campaign was proceed- 
ing smoothly. In the southern city of 
Kaohsiung, however, where politics has 
a more bare-knuckles tradition, reports 
of electoral violence marred the cam- 


| paign. Sign-posts and bulletin boards at 


the campaign headquarters of a DPP 
legislator were destroyed in a fire of sus- 
picious origin. Alleged harassment of 
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Chiang Peng-chienr over-optimistic goals. 
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opposition supporters at campaign ral- 
lies and favouritism towards KMT can- 
didates by the city's election commis- 
sion led to an egg-throwing attack on 
the Kaohsiung KMT headquarters and 
city hall by opposition supporters. This, 
in turn, prompted Kaohsiung Mayor 
Su Nan-cheng -o call for an improved in- 
surance polic; for government offi- 
cials. 

In past elections, credible reports of 
vote-buying and other electoral fraud 
have been common, with most, but not 
all, charges aimed at KMT candidates 
and their supporters. 

During the campaign the govern- 


ment has come in for heavy criticism not 
only from the expected source, DPP 
candidates, but also from a handful of 
liberal KMT candidates who are seek- 
ing to carve out a share of votes in the 
electoral centre. Legislative Yuan can- 
didate Chao Shao-kang, a popular 
Taipei city councilman and academic, 
has been attacking unnamed govern- 
ment officials for blocking economic 
and political reforms initiated by Presi- 
dent Chiang Ching-kuo. 

Another KMT candidate, incum- 
bent legislator Chien You-hsin, was tell- 
ing crowds that the government needed 
to revamp its reactive, unimaginative 
foreign policy and seek new ways to 
reassert itself in the international com- 
munity. Candidates on both sides of the 
political spectrum were sharply critical 
of the government's failure to use the 


nation's foreign-exchange reserves — | 


now well over US$40 billion — for eco- 
nomic development. 


Sem in the DPP have been con- 
cerned that the recent reforms an- 
nounced by the KMT might take away 
some of the opposition’s traditional ap- 
peal, with voters wishing to push the 
government to reform more quickly. 
DPP Legislative Yuan candidate Hsieh 
Chang-ting said: “To the extent these 
reforms amount to anything at all, 
you should say they are the result of our 
work, and not that the KMT have sud- 
denly became good guys." 

He and other DPP candidates ar- 
gued that the changes were mostly 
cosmetic and pointed to other restric- 
tions on civil liberties still unaffected by 
recent developments, such as limita- 
tions on freedom of speech and the un- 
democratic structure of central par- 
liamentary bodies, which are domi- 
nated by ageing representatives from 
the mainland who were elected in 
1947. 

The advent of the campaign season 





. may tr try to come back before the poll. 
s fo seven Cama returnees — led by Lin Shui-chuan, a 





circles are expecting that up to 100 people 
The first group of 


political prisoner who went (o the US in 1982 — 
Tiled o gaim entry at Chiang Kai-shek International Air- 
o 


vember. 
P'Some of the 100 local o supporters making up 


| A. sur; e i eoe — 


to meet with the returning 


Ami KM Aer i they clashed with security per- 


sonnel. Minor — to several demonstrators and at least 
one policeman result 

outbreak of ni was an embarrassment to the 
DPP, for it harmed the new party's efforts to establish a re- 


sponsible i image with the electorate. A DPP leader said pri- 
vately that the clash with the — —Á ee 
of o from southern rax eripe qa 
seeking attention at election time, reak through the 


security force's “human wall." 

As a result, the DPP announced the formation of a *re- 
ception committee for returning mna cag compa — 
made up of several | E pv ticians w 
aimed to prevent similar ou 

The affair also placed the government on the defensive, 
with conservatives in the ruling party saying that what one 
newspaper leader writer called an outbreak of “lawlessness” 
was a consequence of an overly lenient policy towards the 
DPP. On 20 November a group of 15 KMT legislators criti- 
cised the authorities for failing to take stern action against 
the opposition people at the airport. 

The focus of attention has now shifted to whether Hsy 
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was a more crucial moment for the op- 
position than for the KMT. As a party 
that has been in formal existence for 
barely two months, the DPP in some re- 
spects is little more than a name 
superimposed upon the loose grouping 
of often-fractious members of the oppo- 
sition, formerly known as the tangwai, 
or "outside the party." The DPP thus 
faced the difficult task of gearing up for 
an election which will inevitably be read 
as a referendum on its popularity, with- 
out the luxury of the time necessary to 
build a solid party structure. 

For their part, KMT electoral 
strategists were banking on the ruling 
party's superior organisational strength 
and year-round grassroots presence to 
turn out the vote, rather than last-mi- 
nute appeals to the electorate. 

In the 1983 national elections, KMT 
candidates attracted 73% of the vote, 
while candidates nominated by the 
tangwai’s election committee got 17%. 
Other independent candidates received 
“he rest. Open factional struggles within 
he opposition that .year squandered 
public support and accounted for the 
decline from the 1980 elections, when 
they had earned more than than 20% of 
the vote. 

This year has seen some improve- 
ment in the degree of unity among lead- 
ing Opposition politicians, though deep 
personal and ideological splits remain. 
The DPP leadership is hoping that this 
year's improved cooperation and the 
heightened visibility of the new party's 
banner will enable the DPP to raise its 
share of the total vote to as much as 25% 


— which appears to be an over-optimis- | 


tic goal — and double its current rep- 
resentation in the legislature, the more 


important of the two bodies. At present | 
there are only six opposition members | 


in the 323-member legislature. 
The importance of the elections, 
however, goes beyond the number of 


seats that are won. Opposition legis- | Hsieh Chang-ting: cosmetic changes. 





on makes 
from the US by 1 


| 


ood on his threat to return to Taiwan 

ecember. Formerly a leading figure in 
the 4 iy ion, or tangwai, Hsu received 
in the US in 1980 in the aftermath of the 
Kaohsiung i incident, which resulted in the imprisonment of 
the 's main leadership on sedition charges. 


Şi 


lators, such as Chiang Peng-chien, the 
new chairman of the DPP who declined 
to stand for re-election this year, have 
made effective use of the platform af- 
forded by interpolation sessions in the 
legislature, when top government offi- 
cials can be called upon to defend their 
actions. 


A ccm increase in their 
number would not only represent 
an expanded voice for their concerns, 
but also provide platforms for other 
opposition leaders jostling for overall 
leadership of the movement. Among 
these are Hsieh You-ching, currently 
an elected member of the watch- 
dog Control Yuan, and Kang Ning- 
hsiang, the opposition’s elder states- 


man. Kang lost a bid for re-election to 
the Legislative Yuan in 1983, largely be- 
cause of attacks by the younger genera- 
tion of tangwai activists who, then as 
now, considered him too moderate and 
prone to compromise with the govern- 





litical asylum 
ember 1979 
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ment. Observers inside and outside the 
DPP were saying that another defeat 
might fatally damage Kang’s claim to a 
leadership role in the DPP. 

The election law has become a parti- 
cular focus of critics who argue that it 
lays down the “rules of the game” in 
such a way as to favour the KMT. On 18 
November, the US-based human-rights 
organisation, Asia Watch, issued a re- 
port on Taiwan’s electoral system which 
said “several important election-law re- 
strictions . . . unfairly disadvantage op- 
position candidates and diminish the 
right of political participation in 
Taiwan.” 

These restrictions included the de- 


nial of access to the mass media for op- 


position candidates; the prohibition of a 
wide range of normal campaign prac- 
tices, such as joint rallies and other ac- 
tivities among like-minded candidates; 
the brief campaign period, , which 
favours the shine party's permanent or- 


ganisational base, and threats of pro; 


secution against candidates who ex- 
press political views that run counter 
to the fundamental national policies 
of anti-communism and support for the 
ultimate goal of reunification with 
China. 

In some respects, this year has seen a 
significant improvement over previous 
elections. DPP candidates have been re- 


| ceiving far more coverage in the local 


press. 

Sharp competition among news- 
papers is another factor. In the past, the 
dominant dailies, the China Times and 
the United Daily News, have seen their 
circulations decline substantially in 
favour of smaller newspapers, like the 
Independence Evening Post or the 
Kaohsiung-based Minchung Daily 
News, which featured expanded cover- 
age of tangwai campaign activities. TV 
and radio coverage remain the exclu- 
sive province of KMT candidates, how- 


ever. a 


negative international reaction if Hsu were arrested upon 
his return — there is an ou: —— re iaa 
sedition charges — or the possibly domestic reac- 
tion if he were allowed to mobilise 


ment has said he will be turned away at the airport. 
But KMT sources said some 


support, the govern- 
offi- 


Since then, Hsu has set a rather erratic political course, 
leading groups known v as the Taiwan Revolution- 
ary Party, the Taiwan Democratic Party, and DPP’s “over- 
seas branch” — a status the DPP has declined to endorse. 

Although lacking the international stature of a Benigno 
Aquino or Kim Dae Jung, both of whom Hsu has compared 
— bee a number of occasions, he nonetheless com- 

ant support in Taiwan, especially 
his home base of sasanderan ies rac 
Taiwanese community. He is also well-known to the State 
nt and to a number of congressmen who have 
been critical of the human-rights situation in Taiwan. 

His potential return creates difficulties for both the KMT 
and the opposition. For the KMT, his openly pro-Taiwan in- 
dependence stance is totally unacceptable. Fearing the 


-ranking security 
cials were unhappy that the government would fail to seize a 
notorious fugitive when the chance came. Hsu himself, in a 
mid-October interview in the US said: “It’s a terrible loss of 
face for the KMT if they don’t arrest me.” 

For the DPP 
equally ticklish problems. 
maintain an appearance of unity despite ^u» der po. per- 
sonal and i rivalries among indi opposition 
politicians vying for overall leadership. 

Another danger is that Hsu's return would upset the tacit 
understanding between the DPP and KMT that the govern- 
ment will not move to suppress the opposition 
it still regards as i , and that the DPP in turn will avoid 
recu. street marches or demonstrations. 

— Carl Goldstein 


, Hsu's return would pr 
2 party already io statini te 





FAR EASTERN ECONOMIC REVIEW e 4 DECEMBER 1986 


37... 


| Stormy weather 


| JAL’s chairman proves an embarrassment to Nakasone 


.| By Charles Smith in Tokyo 


e rime Minister Yasuhiro Nakasone's 
habit of trying to cut through ad- 
| ministrative problems in state entities 
.| by putting his own men into senior posi- 
| tions, seems to have backfired in the 
.| case of Japan Air Lines (JAL), the na- 
| tional flag carrier whose problems be- 
came à cause célébre in August last year 
after the airline suffered the worst-ever 
accident of a single aircraft. 
Following the August crash, in which 
| more than 500 people were killed, 
Nakasone intervened to prevent the 
| then JAL president, Yasumoto Takagi, 
| from resigning in favour of his deputy, 
| ip what would have been a standard ges- 
ture of taking responsibility for the com- 
| pany's misfortunes. Instead, both men 
.| were forced to leave and were replaced 
.| by a new management team, consisting 
.| ofa senior bureaucrat from the Ministry 
.| of Transport (MoT) and a well-known, 
private-sector business leader. 

Of the two Nakasone nominees, 
Susumu Yamaji, the ex-MoT man who 
was appointed president in place of 
Takagi, seems to have been a modest 
success. JAL's new chairman, Junji Ito, 
by contrast, has become the centre of a 
. controversy which bids fair to rival the 
.| press coverage generated by some of 
| JAL’s earlier woes and which is cer- 
| tainly embarrassing Nakasone. 
| Ito's allegedly high-handed  be- 
| haviour began causing problems in June 
.| when a series of flight-crew promotions, 
| which had been personally decided 
(| upon by the chairman, had to be re- 
-| scinded after the largest of JAL’s five in- 
| company unions complained that the 
E appointments showed bias towards 
| members of a smaller and, hitherto, 
less-favoured union. Early in Novem- 
.| ber, Ito was personally summoned to 
| the MoT and rebuked by the minister 
for his “dictatorial style" as chair- 
man. He was also told not to confuse 
| his position at JAL with his continuing 
| role as chairman of Kanebo, the textiles 
. and cosmetics conglomerate which he 
. successfully steered through a series of 
| crises in the mid-1970s after the com- 
| pany had lost ground in its traditional 
| cotton-spinning business. 
| In reply to the minister's strictures, 
| Ito told journalists that he “saw no 
| problem" about collaborating with his 
| colleagues in JAL's top management 
| andthat, anyway, he would be assuming 

a more passive role from early 1987 on- 

wards after the completion of a series of 
| “basic reforms" to the way JAL is run. 
»» Whether this has been enough to defuse 
| agitation about his behaviour that has 
| been mounting inside the Liberal 





Democratic Party (LDP), as well as 


among the MoT bureaucrats who have 


traditionally taken many of the key de- 
cisions affecting JAL, seems doubtful. 
Within the LDP, Ito has been ac- 
cused of turning JAL into a national- 
security risk Ey deliberately *courting" 
the Japan Communist Party (JCP) in an 
attempt to defuse some of the tensions 
between leftist labour leaders and the 
company's top management. Ito's reply 
to LDP accusations of indiscreet be- 
haviour is that, as chairman of JAL, he 
sought good relations with all political 
parties — not just the communists. 
However, it does appear to be true 
that the JCP was the only one of Japan's 
five major parties on which Ito and his 
fellow directors took the trouble to pay 
a formal call soon after his arrival at 





Bodies being remcved from crash site: confusion. 


JAL in ithe -autumn of 1985. Within 
JAL, Ito is said to have consistently 
shown favour towards members of the 


tiny, pro-communist, Nikko Roso 
union as well as to the 2,000-member 
JAL cabin-crew union (Kyakushitsu Jo- 
muin Kumiai) which is affiliated to the 
Japan Socialis: Party. 


E y favourirg Nikko Roso, Ito obvi- 
ously hoped to heal inter-union 
rifts, which have made JAL a notoriously 
strike-prone company in the past and 
which may even have affected safety 
and maintenance standards (though 
JAL-watchers stress that there is no 
connection be-ween the airline's union 
problems and the series of oversights 
which led up to the August 1985 crash). 

"Righting the bias" against the left- 
wing unions, however, has tended to be 


seen within the company more as a bias 
against the “loyalist” leadership of the 
pro-management Zen Nikko Roso union, 
whose 12,000 members are affiliated to 
Domei — the more rightwing of Japan's 
two main labour-union federations. It 
has also had the effect of turning JAL — 
and Ito’s management style — into a 
football for intra-LDP faction fighting, 
with the Abe faction coming down espe- 
cially hard on the new chairman. 

Apart from seriously underestimat- 
ing the pitfalls surrounding his attempt 
to "solve" JAL's labour problems, Ito 
appears to have suffered from a form of 
culture shock in making the switch from 
running a company in a relatively tradi- 
tional sector of Japanese industry to the 
exposed and politically sensitive world 
of aviation. At Kanebo, where he exer- 
cised undisputed authority for more 
than a decade as president and then 
chairman, Ito apparently came to take 
for granted the luxury of uncritical 
media coverage by the small and easily 
manipulated "press clubs" covering the 
textiles and cosmetics industries. The 
much larger, and more obstreperous 
"Aviation Press Club" which covers 
JAL, thus came as an unpleasant 
shock. 

In August, Ito was made to 
look foolish as well as heavy- 
handed when it was revealed that 
his staff at Kanebo had arranged 
to buy and destroy the entire edi- 
tion of a book criticising his ac- 
tions at JAL. Even more embar- 
rassing have been “revelations” 
in a weekly magazine about what 
is said to have been a “yakuza- 
style" oath of allegiance sworn to 
Ito by one of his fellow JAL di- 
rectors. Ito denied the existence 
of the oath, in which JAL execu- 
tive vice-president Matsuo Toshi- 
mitsu pledged to follow Ito's 
philosophy and even to *die with 
him." Toshimitsu, however, is 
said to have privately confirmed 
the existence of the oath, as has 
Yamaji. 

The plus point about Ito’s ten- 
ure at JAL has been his success in mak- 
ing JAL less bureaucratic and more cus- 
tomef-conscious and thus in helping to 
prepare the way for full privatisation of 
the airline which is scheduled for the 
summer of 1987. But it seems highly 
doubtful whether Ito will be around long 
enough to see privatisation take effect. 

An “unattributable” statement by a 
top executive of the Keidanren (Japan's 
premier big-business federation) who is 
known, in fact, to have been a former 
JAL chairman, suggested recently that 
Ito might not survive in his present post 
until JAL's next annual general meeting 
— let alone for the two years for which 
he was originally appointed. If this fore- 
cast proves right, not only Ito's business 
reputation, but also Nakasone's reputa- 
tion for picking the right man for the 
right job, may have been dented. 0 
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Muscle in on the 
thriving German economy. 


Germany boasts the third largest ‘weg <8? 4» GT was one of the first to notice 
economy and fourth largest stock MI that it had successfully shaken off its 
market in the world. | s traditional lethargy. 

The GT Deutschland Fund invests pee And to be convinced of the 
exclusively in German equities : fundamental values available 
and can therefore offer the in that stock market. 




















investor a unique Oppor- WHY IS THE TIME 
tunity to tap this RIGHT FOR GERMAN 
strength. INVESTMENT? 

Its a fund that GT believes that the long- 
has been created term trend is still highly promis- 
specifically to take Sk 


ing and that Germany is now an 
essential part of any portfolio. 
The price of units and the income 
from them can go down as well as up. 
But, as a group, GT's policy has 
always been to take a longer view - to aim 
for consistent, solid growth over time, 
and as far as Germany is concerned, 
the time still seems right. 
The GT Deutschland Fund 
offers investors the opportunity to 
profit from the continuing 
strength and stability ofthe German 
stock market. 


advantage of the 
political stability, 
financial strength 
and commitment to 
sheer hard work which has made 
Germany the most successful industrial 
nation in Europe. i 


WILL GERMANY'S STRENGTH CONTINUE? 
Germany's economic, monetary and social 
climate has encouraged steady long-term 
industrial growth. As a result, German industry 
confidently continues to invest in its own future 


prosperity. 
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| The way it wasn’t 


| There could be reasons for assassination 


| 


i 
| 
| 
| 
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By Adrian Buzo 


I: it seems unlikely at present that a 
satisfactory accounting for the recent 
rumours of Kim Il Sung's death will be 
forthcoming in the near future, then at 
least attention has been drawn to some 
of the elements involved in North Korea 
during what may well be the twilight 
years of his reign. 

Amid the talk of various forms of dis- 


| satisfaction in North Korea — dissatis- 


| 


i 
| ' 
E 


i 
» 


| " 
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faction in the military, dissatisfaction 
over Kim Jong Il's succession and the 
like — it is easy to lose sight of the fact 
that at the age of 74, Kim d! Sung, still 
stands, as for so long, as the leader of 
North Korea, unchallenged and unchal- 
lengeable except by assassination. He 
has led the country since 1945, and has 
totally dominated its politics since the 
late 1950s. 

This domination was the result of a 
series of extraordinary purges that left 


. just one small group in the spectrum of 


Korean communism in charge of the 
party and country. Such was the de- 


. struction wrought by them that govern- 
. ment by ideology or some system of 


Marxist theory was rendered impossi- 
ble, and so political authority came to 


be vested in thee person of Kim. There it 
has resided. 

One of the many consequences of 
this long-extemded monolithic exercise 
of power is that the factions visible in 
other communist hierarchies and the 
polarities, suca as hardliners and mod- 
erates, barely apply in North Korea. 
The nearest ene gets to a conflict is 
when those who actually practise the 
unthinking, unconditional loyalty to- 
wards the Great Leader are pared off 
against those who believe that the cause 
of a united, communist Korea is not well 
served by the dictates of one man. It is 
possible to corstruct scenarios for prag- 
matic reform in this fashion and it is oc- 
casionally possible to see initiatives 
being undertaEen in government along 
these lines, but it is not possible credibly 
to identify incividuals or strengths in- 
volved. 

Similarly, with the military factor it is 
hard to penetrate the united facade. De- 
fence Minister O Jin U ranks third in the 
party hierarchy and has been a focal 
point of speculation over the recent 
events. While t is probably true that O 
is the only leading party man “prepared 





to stand up to Kim,” as one knowledge- 
able ambassador in Pyongyang put it 
some years ago, O’s friendship with 
Kim dates back to the 1930s, he is el- 
derly and known to have health prob- 
lems that have required European treat- 
ment, he has been a high-ranking cadre 
for 25 years and played a key role in 
ensuring that Kim’s son was seen as 
acceptable to the military in the early 
days of the latter’s grooming for leader- 
ship. 

Then again, the military as a whole 
would seem to have little obvious com- 


| Reappearing trick 
| South blames Kim Il Sung confusion on hoax 


| By John McBeth in Seoul 


| Acre South Korean officials at no point actually wrete 
| # off North Korean leader Kim Il Sung as the victim of an 
. assassin's bullet, they are embarrassed all the same over what 
| tRey are now saying may have been an elaborate Pyongyang 
| hoax designed to put them in a bad light. That at least is cne 
of the more serious theories Seoul is working on in a cen- 
. certed effort to get to the bottom of a mystery that attracted 
| world-wide press coverage. 
| Western and South Korean analysts have still not ruled 
| out the possibility that the whole affair was designed to either 
| cover up an internal power struggle or to test what North Ko- 
| rean military as well as external reactions might be to the 
. death of a 74-year-old strongman who retains an almost ged- 
| like stature among a population he has ruled for 41 years. 
|» Diplomatic sources say that while it may seem almost v n- 
| thinkable for Kim's purported assassination to be used as a 
. means to an end, they believe it plausible that the unpredic-a- 
ble North Koreans were trying to determine how South 
_ Korea would jump and also to monitor any domestic opposi- 
. tion to the eventual succession of the North Korean leader's 
_ 45-year-old son, Kim Jong Il. 
Rumours persisted that there was indeed an assassination 
. plot against Kim Il Sung and one unsubstantiated report — 
that diplomats feel will probably remain as much a mystery as 
e the rest of the episode — told of a civilian disturbance across 
. the border inside North Korea in which 30 or 40 people zre 
_ said to have been killed. 
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But at this point, a hoax appears to be the best bet as a 
convoluted ploy to weaken South Korean credibility, par- 
ticularly over the much-trumpeted Kumgangsan Dam issue 
(REVIEW, 20 Nov.), and also to win back some of the prop- 
aganda ground lost over the success of the Asian Games and 
Pyongyang’s failure so far to put a dent into preparations for 
the 1988 Olympic Games. 

Saying that the government believed it was the target of 
an effort to discredit it in international forums, South Korean 
Minister Lho Shin Yong told the national assembly: “Their 
[the North Koreans'] fabrication of the death of their deified 
leader was a product of the communists’ highly sophisticated - 
psychological warfare against the Republic of Korea.” Al- 
though there was no indication that heads might roll, the gov- 
ernment had to fend off opposition allegations that it had 
mishandled the affair. 

In what was regarded as a move to support South Korean 
actions during the three-day episode, a statement issued by 
US Forces Korea said it was necessary to keep all parties in- 
formed of developments, given the impact Kim's death could 
have had on security on the divided peninsula. 

Western diplomats and UN personnel appear satisfied 
that the North Koreans did announce Kim's death through its 
public-address system along the demilitarised zone (DMZ). 
But what hurt Seoul’s case was the time it took authorities to 
acknowledge it did not have any tapes — further reinforcing 
the impression among outsiders unfamiliar with the mercu- 
rial behaviour of the North Koreans that South Korea has 
emerged from the whole bizarre episode with egg on its face. 

The South Korean Defence Ministry insisted at a briefing 
for Seoul-based military attachés on 18 November that it did 
in fact have tapes of the broadcasts, which are said to have 
been made at various points along the DMZ over a two-day 
period. And in a meeting with Western correspondents a day 
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sat at the moment. The military is is a 


privileged competitor for economic re- 
sources, its officers have made substan- 
tial inroads into the higher ranks of the 
arty, and they have been among the 
eneficiaries from Kim's renewed close 
links with the Soviet Union. 

Nor does Kim Jong Il really seem to 
be the cause for dissent that he is fre- 
quently made out to be. He has moved 
steadily to a position where he is gener- 
ally believed to be in control of day-to- 
day affairs in North Korea, and is the ac- 
cepted successor to his father. It is often 
assumed outside that there is something 
inherently offensive and unacceptable 
about the younger Kim's succession, 
but that is not necessarily the case. 
There is no reason to assume that peo- 
ple who accept Kim Il Sung would not 
accept his son. Indeed, since Kim Jong 
Il currently represents the best chance 
for a smooth continuation of the power 
and privilege bestowed by Kim on the 

arty leadership, they would have every 
incentive to think kindly of him. 


Tks foregoing analysis suggests that 
Kim Il Sung and his son are in a 
strong position, but if this is correct then 
it certainly is not the result of effective 
policies. Rather, Kim's record suggests 
that he is a singularly inept leader, sus- 
tained by the ruthless exercise of state 
terror. It is, in fact, in his performance 
rather than anything else that motives 
for assassination might arise. 

From the crippled engine-room of 


HM 





Kim Jong Il: successor. 


the Korean Workers Party come a 
stream of directives and exhortations 
that are so out of touch with the real life 
of the nation as to have led the North 
Korean economy into serious trouble, 
the unification policy to stalemate and 
the country to a situation where it is al- 
most without friends or influence in the 
outside world. There is no way of telling 
how this disastrous state of affairs is as- 
sessed within party and government 
ranks, and so it is impossible to assess 
whether it would cause elements to take 
direct action. 


Nevertheless, even by Kim’ S OW 


standards his performance over the pasti] : 
two years has been erratic and does not | 


augur well for stable policyma 


Kim’s erratic hand has especially been | 
visible in economic management. From - 


some pragmatic quarter in 1983, Kim 
was evidently persuaded to approve < 
liberalisation in foreign trade policy 


despite the fact that he was bac a 


burned by the previous attempt at | 


liberalisation a decade earlier. E 


In a series of events during 1984, 


North Korea made it clear that it was | 


genuinely seeking to open up parts of its 
economy to foreign investment, while at | 
the same time seriously considering fol- 


lowing the Chinese path to modernisa- | 


tion. Foreign businessmen visiting 
Pyongyang in 1984 reported finding 


greater responsiveness and flexibility in | 
negotiations. These moves were also ac- — 


companied by a reopening of the 
dialogue with the South with pne 
being given to the discussion of econo- 
mic cooperation. 

However, within a year of all m 
and before any results could have come © 
in for evaluation, a dramatic U-turn - 
seemed to occur. Interest in Chinese 
economic models waned, the dialogue | 


with the South ground to a halt and busi- — 


nessmen again found E 
bureaucratic obstacles. 

Kim has also appeared to be erratic 
in his handling of his October visit to — 


Moscow. At short notice and in a man- | 





later a senior government source also indicated tapes existed, 
but said they would probably never be released — even if 
transcripts had already been made freely available. 

Given the fact that a tape recorder can hardly be consi- 
dered a covert instrument, the source was far from convinc- 
ing when he told the correspondents: “It is not [our] general 
practice to disclose how we collect intelligence and the full 
extent of the data we collect." Then on 20 November, De- 
fence Minister Lee Ki Baek finally made a second appear- 
ance before the national assembly and admitted that 
frontline troops were unable to tape the broadcasts because 
of the distance across the DMZ, the wind and other noises. 

It is now understood the transcripts were. compiled on a 
running basis by soldiers at listening posts along the truce 
line, who simply jotted down what they heard and dispatched 
their notes through the military communications net. On some 
occasions, according to diplomatic sources, a great number 
of the 380 North Korean broadcast boxes were announcing 
much the same thing — though at no time did it involve 
speakers opposite US positions or the UN-manned Joint 
Security Area at Panmunjom. 


n hindsight, there are probably several valid reasons for 
thinking the *Great Kim Il Sung Assassination Caper' was a 
North Korean hoax, given the fact that Pyongyang only had 
to elaborate on rumours that had originated in Japan and 
were already receiving attention in South Korea. Observers 
believe it significant that the loudspeaker broadcasts were 
only heard on parts of the DMZ under the exclusive control 
of South Korean troops and not along the section where the 
US 2nd Division holds the line. 
This precluded any corroboration of the story and left the 
ball firmly in Seoul's court. Indeed, one clue that the North 
*Koreans, satisfied the South had been hooked, were playing 








ner that broke with the dead solid i pat- | 
| 1 

with them, was a series of broadcasts on the final day which | 
first had Kim Jong Il in power, then Defence Minister O Jin F 
U (REVIEW, 27 Nov.). [ 
The situation was further confused on 24 November when 

a North Korean official told Western journalists visiting - 
Pyongyang that O Jin U had been incapacitated in an acci- - 
dent. “He has not been heard of for some time. I hear he has | 
had an accident,” said the official, who dismissed reports of | 3 
political instability in the leadership as South Korean lies. 
Foreign sources in Pyongyang were quoted as saying O, 76, a 
the third-ranked member of the ruling party, had been seg- | 
ously injured in a car crash. d 
The impending arrival of Mongolian President Jambyn d 
Batmonh afforded Kim Il Sung the ideal stage on which - 
to put an end to the three days of confusion, with 
Chinese state TV cameras and a small knot of Pyongyang. | 
based European diplomats on hand to give lie to a far-fetched - 
story that South Korea would be held solely responsible for — 
disseminating. E. 
If the South Koreans did not completely swallow the | 
story, they — and most of the Seoul diplomatic corps as well — 
— did spend a dangerously long time savouring the bait. 
With Lee going perhaps further than he should have in telling | 
the national assembly that the evidence suggested Kim was 
either dead or locked in a fierce power struggle, the press - 
took it from there and the story took on a life of its own. 
After Kim's reappearance, the South Korean statement 
still mentioned the possibility of a power struggle, but raised - 
the question of whether the affair represented "a sophisti- | | 
cated form of psychological warfare to hide a scheme for mili- - 
tary provocation." Given the acknowledged fact that South | 
Korean troops did not go to a higher state of readiness on the , | 
DMZ, it appeared the latter part of the phrase was simply - 
tacked on as a face- -saving device. 
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tern of increasing Soviet-North Korea 


| political and military contact, he de- 
| scended upon Moscow with his two 


senior foreign relations cadres, Kim 
Yong Nam and Ho Dam. The absence 
of any senior economic policy cadres, 
and the presence of Ho, who had re- 
portedly represented the North in a sec- 
ret round of negotiations with the South 
Korean leadership in late 1985, made it 


. clear that very basic issues were being 


discussed, while the absence of a 


= communique indicated that they were 


being discussed in a very open-ended 


| fashion. 


With no obvious crisis or difference 
of opinion visible elsewhere in the 


| Soviet relationship, it appeared that 


Kim was agitated over the attendance of 
China at the Seoul Asian Games and the 


| mew avenue of contact opened up be- 
| tween China and South Korea as a re- 


sult. The visit also demonstrated that 
Kim was concerned with the failure to 


a date of his efforts to disrupt or forestall 
. the 1988 Seoul Olympics. 


i is perhaps hard to give proper 
W weight to the factor of prestige that is 


. involved here, but especially when one 
| considers the energy expended by Kim 


in presenting himself as a major interna- 


| tional figure, the looming success of a 
| rival with which Pyongyang is in strong 
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international rivalry constitutes a seri- 


ous issue. 


Again, as in the case of the economy, 
one can well imagine the effect of these 
events on party and government offi- 
cials, for the events underline the 
squandering of the asset of international 
goodwill resulting from Kim's crude and 
sometimes violent foreign policy. 
Wherever North Koreans come into 
contact with the outside world, the dis- 


_ parity between image and reality is 
 Striking, and the ineffectiveness that 
| such over-weaning vanity has produced 
_ could hardly bolster their attachment to 
| Kim. It is thus obvious why North 
_ Korea only permits the privileged few to 


travel and serve outside. 
If Kim had actually been. assassi- 
nated, it would have been possible to 


‘say with hindsight that he had recently 


thrown pragmatic, or even simply pro- 


fessional, party and government ele- 


ments into despair by his actions over 
economic policy and the Seoul Olym- 
pics. As a consequence of these actions, 
‘such elements may have been forced to 


conclude that enough was enough and 


that to follow any further the twists and 
turns of an ageing dictator could prove 
to be unacceptably harmful to the coun- 


The issue remains Kim himself — the 


former guerilla who continues to be true 


to his combat mentality — and the ob- 
jective of his opponents must be to cor- 
rect the massive distortions this has pro- 
duced in party and government and 
to restore the collective rule of the 


party. 


Change at the top 


Congress eects new leaders and ratifies economic reforms 


By Murray Hiebert 


A nearly a year of preparatory 
EF" meetings and scheduling delays, 


the Fourth Congress of the Lao People's 
Revolutionary Party met for three days 
in mid-Noverr ber to ratify economic re- 
forms tried out during the past 12 
months, elect new members to the cen- 
tral committee and approve a new 
foreign-policy initiative calling for bet- 
ter relations with China, Thailand and 
the US. The meeting also evaluated the 
party's leadership over the past decade 
and adopted the Second Five-Year Plan 
for 1986-90. 

Four new full members and two al- 
ternate members were elected to the 
politburo, ma-king the first changes in 
the group since 1972. The original seven 
members of tFe politburo, whose aver- 
age age is about 70, kept their positions, 
despite earlier speculation that Prince 
Souphanouvomg, who stepped down 
temporarily as president in October due 
to health problems, and  Phoun 
Sipaseuth, the ailing foreign minister, 
would retire. 

The new “ull members are Gen. 
Sisavat Keobounphan, secretary of the 
Vientiane city party committee; Sali 
Vongkhamsao, chairman of the State 
Planning Commission; Maichantan 
Sengmani, mnister attached to the 
Council of Monisters, and Lieut-Gen. 


Saman Vi-gnaket, deputy minister of 


defence. The two alternate members 
are Oudom Kkatti-gna, secretary of the 
Xieng Khouang province party commit- 
tee and thought to be a member of the 
Hmong ethnic minority, and Brig.-Gen. 
Choummali Sai-gnakong, who is re- 
sponsible for army logistics. 

Other changes were made in the 
nine-member secretariat, which runs 
the country on a day-to-day basis. Three 
members wer» dropped — Nouhak 
Phoumsavan, No. 2 on the politburo 
and vice-chairman of the Council of 
Ministers in charge of the economy; 
Phoun, and Sisomphon Lovansai, vice- 
chairman of the Supreme People's 
Council, Laos' national assembly. The 
three new members added to the sec- 
retariat were Cudom, Choummali, and 
Somlak Charthamat, about whom 
foreign observers know very little. 

Some significant changes were also 
made in the central. committee. Ten 
members were dropped (four others 
had died since -he last congress in 1982) 
and 11 new full members and nine alter- 
nate members were elected. Some of 
those ousted from the committee were 
older revolutionaries who seem to have 
been replaced »y younger, presumably 
more qualified people. Little is known 
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about many of the new members, but 
some of the long-serving members who 
rose in rank were provincial party offi- 
cials and military officers. 

Party General Secretary Kaysone 
Phomvihane, who was re-elected to his 
position by the congress, saved some of 
his harshest criticisms in his political re- 
port for party and government officials. 
He said many cadres *remain narrow- 
minded and selfish" and are concerned 
only about *protecting their own in- 
terests." He called on the party to purge 
those members who are no longer 
"completely qualified." 

A few days before the congress 


"d 


2 BERTIL LINTNER 
opened, Kaysone also criticised the Lao 
army. "Our youths throughout the 
country have failed to associate with the 
army and failed to use the army as a 
school to carry out practices as they 
were expected to do in the past," 
Kaysone told a meeting of army offi- 
cials. He called on the army to improve 
the capability of its commanders and 
adopt new techniques, and announced 
that Laos would expand military con- 
scription. 

The congress decided to continue the 
slow, gradual march towards socialism, 
rather than return to the heady days of 
the late 1970s when the leaders sought 
to curb private trade in the cities and 
collectivise farmers quickly. Although 
the gradual approach was adopted by 
the last party meeting in 1982, Kaysoné 








warned the 303 delegates that some im- 
patience continues. “In the socialist 
transition, our primary shortcomings 
are subjectivism, haste . . . and a desire 
to wipe out the non-socialist part of the 
economy overnight, by thinking that 
doing so would bring about socialism 
sooner." 

The congress ratified the economic 
reforms, introduced late last year on an 
experimental basis, which attempted to 
decentralise the economy and reduced 
the government's costly subsidies to in- 
efficient enterprises. Enterprises are 
now required to make a profit and man- 
agers are given more freedom to make 
decisions about setting prices and 
salaries. Provinces and enterprises are 
also allowed to negotiate their own ex- 
ports directly with buyers and can keep 
part of their income for importing raw 
materials and spare parts. 

These reforms are almost identical to 
those introduced in Vietnam, but they 
prompted considerable debate in Laos. 
At a meeting of the Council of Ministers 
in April, Kaysone called on his col- 
leagues to "struggle to do away with old 
habits." But Laos lacks cadres capable 
of introducing the new economic 
policies. The party chief told the con- 
gress that the government will need to 
“retrain cadre to conform to the new 
management mechanisms and to arm 
them with economic initiative and new 
knowledge to enable them to shoulder 
management and leadership work.” 


he congress also ratified the new 

five-year plan, after a first draft pre- 
pared by the National Planning Com- 
mission was rejected by the Council of 
Ministers early this year. The first prior- 
ity of the plan is food production, which 
has been one of the bright spots of the 
Lao economy since the rapid drive to 
collectivise agriculture was abandoned 
in 1979. Vice-Premier Nouhak told the 
congress in his economic report that the 
country produced 1.4 million tons of 
grain last year, an increase of 32% over 
1980. 

Nouhak predicted rice production 
would reach 2-2.2 million tons by 1990. 
Many observers doubt this can be 
achieved without the government in- 
creasing the prices it pays farmers, lift- 
ing its controls on transporting rice 
across district and province lines and 
providing massive inputs such as fer- 
tiliser and consumer goods. 

Forestry is the second priority. 
Nouhak said timber production will in- 
crease to 500,000 m? by 1990. But, ac- 
cording to a recent World Bank report, 
forestry production has dropped from 
250,000 m? a year in the late 1970s to 
120,000 m? in recent years. 

In his political report, Kaysone call- 
ed on the government to "stop the clear- 
ing of forests for crop cultivation." He 
told cadres to implement "detailed and 
complete measures without creating dif- 
ficulties to the living conditions of the 





people of all tribes" who practise slash- 
and-burn farming on the hillsides. A re- 
cent Lao radio report said that forests 
are being destroyed at “no less than 
300,000 ha per year" because of slash- 
and-burn cultivation and “unscrupul- 
ous" logging. 

Industry and handicrafts are the 
third priority in the plan. Nouhak said 
that industrial production is projected 
to increase by 90% in the next five 
years. But industry, like forestry, has 
faced serious problems in recent years. 
According to statistics given by the World 
Bank, industrial output dropped 4096 
from 1980-85, even though the number 
of factory workers increased by 10%. 

The plan also stresses road construc- 
tion and transportation. Nouhak said 
the main focus will be on Routes 8, 9 
and 10, which lead to Vietnam, and sec- 
tions of Route 13, Laos' main north- 
south artery. 

The congress decided to try to dou- 
ble foreign trade in the next five years, 


MIA coffin: good intentions. 


particularly with the Soviet Union, 
Vietnam and Cambodia, but also with 
neighbouring non-communist coun- 
tries. The main commodities will in- 
clude wood products, coffee, car- 
damom, gypsum and lead. 

Lao exports have fallen in most 
categories since the late 1970s, accord- 
ing to the World Bank, though total earn- 
ings are up because Thailand increased 
the price it was paying for Lao electric- 
ity. Lao exports, which totalled nearly 
US$48 million last year, paid for less 
than a quarter of the country's US$163 
million import bill. Lao trade with hard- 
currency countries has been falling in 
recent years, while trade with non-con- 
vertible-currency countries doubled 
between 1981 and 1985, according to 
the bank. 
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“To implement those ^ tasks,” | 


Kaysone said about the economic plan, 
“we need favourable international con- - 
ditions — namely, peace and security. 
At present, however, the world situa- - | 
tion and the situation in Southeast Asia | 
remain tense as a result of the sabotage | 
schemes of the various imperialist and | 
reactionary forces.” Kaysone men- | 
tioned Thailand and the US by name as | 
creating problems for the Lao regime, - | 
but he referred to China only by the - | 
codewords “expansionist hegemonists." | 
Kaysone did, however, call for bei] | 
ter relations with all three countries. He | 
said problems between Thailand and : | 
Laos "must be settled through negotia- | 
tion," adding that Laos is “prepared to | | 
do its utmost to create favourable - 
conditions" between the two neigh- | 
bours. 
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|^ fact, rejations between Vientiane 
and Bangkok have been warming up - 
for several months. In September, Lao 
Deputy Foreign Minister Souban Salit- | 
thilat held talks with Thai Foreign | 
Minister Siddhi Savetsila at the UN in - 
New York and, in October, the two - 
countries held joint boat races in the - | 
Mekong river for the first time in several - 
years. Subsequently, Thailand an- 
nounced that it will lift the ban on most . 
of the 273 “strategic goods” prohibited | 
from being exported to Laos. In late - 
November, a Thai delegation will visit - 
Laos to discuss trade problems and the- 
repatriation of Lao refugees. 

Kaysone also told the party del t 
egates that “we hope that the relation FU 
between our country and the People's. 
Republic of China will return to nor- - | 
mal." A Chinese Foreign Ministry offi- | 
cial quickly responded, saying “we | 
think this merits welcome” and declar- 
ing that “China has always maintained a | 
positive attitude" towards Laos. Dip- | 

1 







lomats speculate that China wantstoen- | 
courage Lao independence from Viet- | 
nam. Relations between China and | 
Laos have been strained since La@s 
sided with Vietnam in Hanor's dispute |. 
with Peking. Im 
"As for relations with the US,” — 
Kaysone said, “we have expressed good ~ 
intentions through actual deeds, espe- 
cially in searching for the remains of | 
missing Americans." He went on to | 
“demand that the US cease all acts of in- — | 
terference in the internal affairs of our | 
| 

| 

| 
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country," an apparent reference to the 
Lao charge that Washington is support- — 
ing anti-government rebels. The US - 
denies any involvement with the insur- 
gents. 

The congress reaffirmed that rell 
tions with Hanoi and Moscow are the 
cornerstone of Lao foreign policy. Vien- 
tiane Radio reported just before the 
congress that half of Laos’ foreign aid | 
comes from the Soviet Union and | 
Kaysone, in his political report, charged ee 
Lao cadres with wasting much of this as- | 
sistance. 
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Students wake up 
after big sleep 


By Margaret Scott in Taipei 


E y sunset that Friday, as more than 500 students showed 
up at the front gate for a free-speech rally, everyone 
knew something significant was happening at National 
Taiwan University (NTU). What had started with a univer- 
sity decision to close down a newspaper had turned, or 24 
October, into a protest over censorship and a condemnation 
of a style of education demanding conformity. 

Campus activism did not exist in Taiwan, but since that 
rally the image of hard-driven yet politically somnolent stu- 
dents may be changing. Those who organised the rally hope it 
was the debut of what has been dubbed the free-speech 
movement. But university,officials, with the government in 
the not-too-distant background, say any other signs of pro- 
test will be squashed. 

Sun Chen, president of what is Taiwan's premier univer- 
sity, said in a recent interview that the gathering at the front 
gate was an illegal one. *We will watch and we will wait. If 
they [the students] behave, we will forget it. But if they con- 
tinue their activities, then they will be punished." 

Whether punishment — anything from a reprimand in- 
serted into a student's file to expulsion — will be a potent 
clamp anymore is unclear. Chang Chung-tung, a history rro- 
fessor at NTU, for one, believes the campus is in for contiau- 
ing confrontations between students. and the authorit es. 
"The university's position is that students should be punished 
for everything, for every step out of line. If they continue in 
that position then there will be trouble. More and more stu- 
dents will get involved. The whole thing will grow and a lo: of 
students are going to get hurt." 

Near the university's mid-city campus, the student report- 
ers and editor of the now-banned (for a year) newspaper, Ta 
Hsue Hsin Wen She (University News), were huddled around 
a table littered with the pamphlets they have been gingerly 
giving out. The large, black characters of the title of onc of 
them says: “A joint declaration by student organisations at 
National Taiwan University in support of the the struggle for 
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freedom of speech on campus.” On 4 November, 23 student 
groups signed the declaration which has been widely circu- 
lated among the 16,500 students at the university. 

Since the rally, the University News group also has drawn 
up a list of demands, from abolishing the rule that all campus 
publications must be reviewed by the campus censor to direct 
elections on campus for student government and granting 
students the right to a hearing before being punished by uni- 
versity authorities. 

Two days before the protest Sun and the university’s 
standing commmittee had announced the one-year closing of 
University News. The students, the committee said, had 
failed to submit three articles to the censor for review before 
publication as required. 

Wu Ja-ming, a senior who worked for University News, 
and his classmates say the university had been searching 
for any pretext to close the newspaper. University 
News was banned, according to the students, because it 
printed articles about political and social issues, both on- and 
off-campus. During the summer, for instance, students from 
the newspaper began an investigation into a chemical plant 
the Du Pont Co. wants to build in Lukang which has been the 
target of a growing environmental movement critical of gov- 
ernment policies. 











joint with the real world. In conversa- 
tions with university students, many 
give their own descriptions of a vague 
and choppy historical training and an 
uneasiness about the veracity of what 
they have learned. 
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| how the mainland was going to be re- 


obert Lai once asked a military of- 
ficer who taught at his high school 


R 


| covered. The officer pulled out a map of 


[ia c 


— solutely serious,’ 
_ pleted high school in the early 1970s and 
. went on to become an associate profes- 
_ sor in the foreign languages department 


China with pre-1949 borders. The two 
of them went over the plan of attack in 
detail. *He told me how we were going 
to take Shanghai first. Then from the 
coast we would move inland. He was ab- 
' said Lai, who com- 


. of National Taiwan University (NTU). 


The ever-present military teachers, 
called Chiao Kuan, who are assigned to 


» both high schools and universities in 


i d d 


Taiwan, do not dwell on assault 


Strategies these days though the maps of 
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the mainland still have pre-1949 bor- 
ders. And students hardly expect the 
reunification of China through military 
mastery of the mainland by Kuomin- 
tang (KMT) troops. Yet, the picture of 
20th-century Chinese history shown to 
students in Tziwan remains hazy and 
filled with gaps and students’ knowl- 
edge of contemporary mainland China 
is limited. 

Education :n Taiwan, as in China, 
has been made to serve politics and the 
service is particularly exacting in the 
teaching of contemporary Chinese his- 
tory. The results are most noticeable in 
what has been left out. Lai’s story of 
pouring over tie map in high school is 
just one lingering memory that much of 
what he was taught was somehow out of 


E: freshman entering university 
went through the same intellectual 
grooming: a curriculum emphasising 
the classics of the Confucian code, 
courses on Sun Yat-sen's Three Princi- 
ples of the People and a six-volume 
textbook of Chinese history. Those six 
volumes, the mainstay of what students 
know of Chinese history, were written 
in 1953 with occasional addendums 
added by the government’s textbook in- 
stitute. One volume covers modern 
Chinese history, starting with the 
Opium War and ending with the Re- 
public of China on Taiwan’s implemen- 
tation of Sun Yat-sen’s Three Principles 
of the People. The period from 1931, 
the year Japan invaded Manchuria, to 


4 DECEMBER 1986 e FAR EASTERN ECONOMIC REVIEW © 





E te 
< AA ? Y 


And the newspaper gave alot of coverage to the expulsion 
of a NTU senior who worked for one of the opposition 
magazines and was active in opposition politics. The student, 
Lee Wen-chung, was dismissed for failing a course three 
times despite the recommendation of a panel of professors 
that he remain a student. 

After Sun announced the ban, plans for a protest began. 
The night before the rally, the core of about 25 organisers 
began receiving telephone calls from their parents. The par- 
ents had been called by university officials with a warning 
that their children should be stopped. 


hi Chuan-sheng, president of University News heard from 

his father, a farmer who lives about three hours outside 
Taipei. “He kept telling me I was ruining my future ,.ruining 
my life," Shi said. After their conversation, Shi's father 
travelled to Taipei to try to stop his son. 

“We were all pretty scared but decided to go ahead with 
the rally anyway,” said Liang Ji-jeng, a senior who is studying 
political science. At 5 p.m. they took banners reading “If the 
truth exists, we shall return” and “Freedom of Speech” to the 
university’s front gate. When a crowd gathered, a handful of 
students gave speeches. Then the students went home. 

It has been over a decade since there has been even a hint 
of collective unrest on campus. In 1971 and 1972, anti-Japan- 
ese ire bound together students and young faculty members 
at NTU after Japan spoke of its claim to the Tiao Yu T'ai 








(Senkaku) Islands, a collection of Sadly points bets ween 
Taiwan and the Ryukyus, considered Chinese territory b by 
both Taiwan and the mainland. There were anti-Japanese - 
demonstrations in Taipei, but the students’ targets soon. 
widened when the US announced its China policy had shi E | 
to the mainland. 333 
At first, the government tolerated the campus activity 
but even that dwindled as the calls for change grew bolde; r | 
Then the clampdown began. Student activists were warned — 
and some were dismissed. Faculty members, too, were warned — 
or moved to another campus or fired. The movement fizzled T 
These are heady days for politics in Taiwan, and univer- 
sity students, not unlike their counterparts in the early 1970s, 
are taking notice of the developments. Whispers of opposi- 
tion have grown into bold and direct challenges to the blan- | 
ket rule of the KMT. E 
For the moment, the students who have sparked the free- | 
speech movement say they have no connection with the op- 
position. "Our goals are the same but our paths are differ- 
ent,” said Liang. The link, the students say, is animosity to- 
wards control. They both have focused on similar issues: tl le | 
environment and the distribution of power and wealth. — | 
Michael Hsiao, a sociology professor at NTU, said stu k 
dents have self-consciously stfered clear of ties with the 
opposition in recent years. In part, it is a distance based on 
outlook for the students active on campus are more con- 
cerned with educational and cultural issues than political i: 
sues. And in part, it is a convenient distance since any over 1 | 
connection would raise the stakes and make a crackdowr 
more likely. p 
There is support for the opposition among both students | 
and professors at NTU, said a professor. The professor, n l 
example, was part of a group of 10 professors who hosted a 
dinner in September for Lin Cheng-chieh, just before the 
opposition leader.and Taipei city councilman started serving 
his 18-month jail sentence for a libel conviction. 1 
Even without a visible connection, many predict the gov- 
ernment will force the university to move against the ing Ae 
because the possibility of an alliance is too threatening. / 
ready some of the members of campus organisations whick e 
support the free-speech movement have been visited by 3 
university officials and told to retract their support. k ^ 
"The university and the government are scared to death of | 
a little Seoul erupting in Taiwan," said an official associate * 
with both the government and the university. “No one wants - 
students who are politicised and that's why this whole free- _ 
speech thing is being watched so closely.” J 
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the descriptions of post-1949 com- 
munist China is covered in 11 pages. 

“By the time I finished high school, 
Id been told a million times I was 
Chinese and I lived in the real China,” a 
university student studying history said. 
“But I really didn’t know very much 
about why there was a real and a not- 
real China. And the little I did know, I 
wasn't even sure it was true." The uni- 
versity course list did not help much, he 
said. 

At the university level, there is a re- 
quired contemporary Chinese history 
course, but it concentrates on the events 
before 1911, when the Chinese republic 
was proclaimed, and stops altogether at 
1949, the year in which the KMT lost 
China to the communists. Until the 
1970s there were no university courses 
on communist China. In 1972, before 
a true portrait of the Cultural Revolu- 
tion was publicised, the Ministry of 
Education created a course on the main- 
‘land to counter the positive reports 


that had been coming out of China. 

Students' sense of a sparse and selec- 
tive curriculum in modern history is no 
accident. There was an unwritten rule 
when the KMT arrived and university 
life resumed that Chinese communists 
were off-limits as a scholarly subject. 
After a while, partly by habit and partly 
by government design, few historians 
turned their gaze to events after 1911. It 
was as though history stopped with Sun 
Yat-sen. 


hung Yu-fa, the director of the In- 

stitute of Modern History and a 
professor at NTU, said there are two 
simple reasons. First, the later the time 
period the more politically treacherous 
a historian's trade becomes; each pass- 
ing year brings more potential political 
problems. Most historians find it easier 
to stick with the dynasties where there is 
less orthodoxy and less government in- 
terest in how history is told. Secondly. 
there is scant available material and his- 
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torians without primary sources write n 
dubious history. e 52 
It is not that primary materials do not - 
exist. In fact, a trove of documents from 1 
the republican period are intact and in | 
Taiwan. But they are under the care of — 
Chin Hsiao-yi, the director of the Na- N 
tional Palace Museum and chairman of 
the KMT's Party History Commission. - | 
So far, Chin, nicknamed by some = L 
History Tsar, has only released d | 
ments dealing with the economy. No] 
documents on the party or records of re- | 
lations between the KMT and the com- | 
munists have been released. Chin u d | 
to be Chiang Kai-shek's personal secret- 
ary, a fact not to be overlooked, histo- 
rians say. “It is not possible for the repu- à 
tation of Chiang Kai-shek to be in- 
sulted,” said Chung. 1 | 
A professor who teaches Qing said: - 
“My period is pretty free, but the repub- - 
lican period is more touchy. If you haves, 
archival materials to back up a new in- | 
terpretation, you will be okay. But you | 
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T better have S008 sources," he 
. said. 
3 The problems of sources and politics 
become even more pronounced when it 
- comes to the routing of the KMT from 
; the mainland and the founding of the 
_ People’ s Republic of China in 1949. In 
_ the early years under KMT rule, what 
. happened on the mainland was the fod- 
f der for intelligence not history. Univer- 
sity professors did not have access to 
i materials from the mainland, and, of 
. course, neither did students. 
For years, the study of mainland 
. China was called bandit affairs. It was 
the domain of spooks and propagan- 
. dists. Academics stayed away. The 
. name has been changed to communist 
Paffairs. A research institute which pub- 
_lishes scholarly, journals has been 
_ created and the study of the mainland 
is has become an academic discipline pep- 
pered with political scientists and those 
with degrees in internationdl relations. 
It is a hybrid discipline, though, with 
| strong links to the intelligence-gather- 
i ing branches of the government and still 
- influenced by its ideological beginnings. 
| The KMT decided academic analysis 
and courses about communist China 
were needed. But the government did 
| not turn to historians. Drawing from the 
China specialists in the intelligence 
' agencies and recruiting social scientists, 
the government created the Institute of 
‘International Relations (IIR) as the 
_ main think-tank and research centre on 
|. communist China. 
E "In 1972, the government decided to 
. Create a university course on the main- 
land. At the beginning of the Cultural 
- Revolution, all of a sudden, the com- 
| munists were being praised: Mao was 
| great and wonderful things were hap- 
I Ma Even [American actress] Shir- 


























MacLaine came back from China 
saying Mao was the saviour of the 
| Chinese people," said Shaw Yu-ming, 
- the IIR's director. 
— “All the people here had ever heard 
. ware negative things about China and 
| the communists had been blamed for 
everything bad under the sun. People 
- didn't know what to make of the con- 
- tradictions. The government decided to 
_ offer a [university] course on the main- 
land, to offer a counter-view," said 
Shaw of the course begun in 1972. His 
| institute provides many of the teachers 
for this course as well as the reading 
materials. 


| S haw, who went to the US as a gradu- 
w ate student to study diplomacy, 
said he is representative of the new 
_ breed of China scholars in Taiwan, what 
he calls the third generation. The first 
- generation were all from the mainland 
| and worked for the government. Many 
| were in the military and had fought the 
= communists; study was a kind of exten- 
Pend of battle. Their pupils were the sec- 
ond generation. “Then came the third 

| generation. Most of us were trained 
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abroad as professional scholars who 
wound up as China specialists out of 
curiosity," Shaw said. 

However,  China-watching from 
Taiwan remains closely linked with the 
array of government intelligence 
branches, and the top scholars at the 
IIR continue tc meet once a month with 
the top officials of those agencies to 
compare notes. China specialists are a 
small, elite group who are important 
overseers of the way mainland events 
are taught. Ard they act as a kind of 
doorkeeper on who has access to mat- 
erials from the mainland, which are offi- 
cially banned from general circulation. 

There are taree main libraries with 
communist affairs collections, and the 
institute's is the best. Entry is by permis- 
sion only. Idle reading is not allowed. 
Graduate students researching a parti- 
cular topic and with the approval of 
their professor -an obtain a letter grant- 
ing entry to the library. Through pur- 
chasing agents in Hongkong and Tokyo, 
the library subscribes to scores of 
mainland newspapers, journals and 
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magazines. The collection includes 
many of the elassified journals pro- 
duced by intelligence agencies in 
Taiwan, each carrying a chop with one 
of the four various grades of secrecy. 
Also in the collection are those journals 
and magazines ‘rom Hongkong banned 
from general ci-culation by the govern- 
ment because they include articles on 
China. 

Undergraduate university students 
are not allowed in the institute’s library. 
For many stud2nts, the course on the 
mainland created in 1972 is their main 
window on Chira. It has an uneven repu- 
tation among s-udents, many of whom 
consider it mo-e propaganda than in- 
struction. But tre content of the course 
varies widely from teacher to teacher, 
some of whom stress current events and 
expose students to mainland news- 
papers and magazines while others con- 
centrate on theory, and then the course 
is more a prim2r on communist ideol- 
Ogy. 

Students' curiosity about communist 


China comes and goes. For the curious, 
there are many avenues, both ordinary 
and underground. Art students at 
Chinese Culture University have tat- 
tered copies of bootlegged books on 
contemporary Chinese art. A music stu- 
dent knows the owner of a tape shop 
who gives him classical music recordings 
from the mainland. Those who travel to 
Hongkong often fill special orders from 
friends for particular books, magazines 
or tapes. 


D espite the ban on publications from 
China and Hongkong, it is possible 
for the curious to keep up with major 
events on the mainland. Newspapers in 
Taiwan now run wire-service reports 
and articles by foreign reporters in 
China. Those who read English can 
read the news magazines, though they 
are still occasionally banned. (The Time 
magazine issue with Deng Xiaoping on 
the cover, for instance.) 

Many students talk of a deep am- 
bivalence about China. In one of the 
communist affairs classes at Chinese 
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Culture University, for example, the 
students were asked if they read about 
the mainland much. Most said they did 
not. Yet these same students, who said 
they did not know much about China 
and did not try independently to in- 
crease their knowledge, overwhelm- 
ingly said Taiwan and the mainland 
must be reunified as one country. 
Beyond ambivalence, there is often a 
different view of the mainland depend- 
ing on whether a student's family is from 
the mainland or from Taiwan. One first- 
year student at Cheng Chi University 
said she wanted to know more about the 
mainland because she considered it her 
homeland. But, at the same time, she 
said she felt cut off from it and unable to 
really know it. Her family fled from the 
mainland in 1949. A friend of hers, 
though, is Taiwanese. For him, it is a 
foreign place. “It is all so caught up in 
politics that whenever I think about 
China, I just get confused," said the 
friend, also a university student. 
— Margaret Scott 
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If it isn't a Case, 











heres what youll be missing. 





Hydraulic blade control. 


To let you tilt and angle the blade from the 
cab, we pioneered hydraulic blade control. It 
helps you make every pass a working pass, and 





Case is the only company offering it on all dozers. 
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Power turn productivity. 


To turn in hard, soft or wet 
ground, and to keep the loac 
on your blade, you need power 
on both tracks. 

With our mechanical drive 

power turn, you get the turn 

Capability you need, without 

the service risks that often 

4». come with hydrostatic 

$ or competitive 
makes. It is avēil- 
able on all 
Case dozers. 
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New diesel technology. 


Our engineering 
expertise brings 
you a new engine 
that works hard for 
you and your bot- œ 
tom line. Computer 
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ground up to pro- 
vide maximum per- 
formance with fewer 
moving parts, the new 
Case engine gives you reli- 
able lugging ability on less fuel 
with longer service intervals. It 
gives our new 850D crawler a real edge, and 

it will be in all our new dozers. 

Mechanical power turn. Hydraulic blade con- 
trol. New diesel engine. Servicing efficiency. Just 
four of the reasons why Case dozers give you a 
productivity edge. 

Give yourself the competitive edge 
that comes only with a Case. See your 
Case dealer today, or write: International 
Marketing, J | Case; 700 State Street, 
Racine WI 53404, U.S.A. Telex: 26-4425. 
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FICTION 


Purple prose from China 


Love must not be forgotten by Zhang Jie. China Books and Periodicals, San 
Francisco, in cooperation with Panda Books, Peking. No price given. 


t may come as a shock to devotees of 

the "Dead! and never called me 
Mother'" school of Victorian fiction tc 
learn that such works are still being pro- 
duced today. The form is different of 
course, they no longer come in three 
volumes, but the emotions — unbridled 
sentimentality, acute self-pity, sudden 
and overwhelming upsurges of feeling 
— together with the very specific style 
needed to describe them (“the tear- 
stained pages of Mother's diary," "he 
had sold his soul to drink long before") 
are still current. | am not referring to 
Barbara Cartland, for even in her books 
people's hair does not turn white over- 
night, but to the new school of Chinese 
fiction as represented in this collection 
of stories by Zhang Jie. 

Nostalgia addicts will follow the ad- 

'entures of her characters with bated 
‘reath as, frequently at their wits’ end, 
they remember *the first night of their 
marriage, how he had held her tight as 
they had whirled round and round the 
bedroom . . . the moonlight streamed in 
through the window . . . Play me a song 
on your violin,’ she had whispered.” Or 
take a few moments to ponder “about 
death and about life, topics as old as 
humankind itself.” There are also a few 
exotic and more puzzling touches: “She 
had a strange way of showing her love — 
by letting him watch her solve 
mathematical problems quickly and ac- 
curately.” 

The writer of this deathless prose is 
described in the blurb as “one of the 
most exciting and gifted of the new writ- 
ers who are beginning to come out of 
China.” There is a lot of excitement in 
her stories but it is uncomfortably close 
to that kind of melodrama, expressed 
through wild eyes and emphatic ges- 





tures with the fists, that one associates 
with the performing arts in China. As 
for her writing style, how fair is it to 
judge it in translation? This collection 
has five translators for seven stories 
with an uncanny unity of tone so the 
fault is probably not theirs. (Although 
they are not entirely blameless: “her 
often lack of dedication,” “Jinghua had 
no wish that she would live a long time" 
and “‘Is that Wu Cangyun?’ she asked 
in her grief” could probably have been 
improved upon in English without signi- 
ficant betrayal of the Chinese original.) 

Zhang's subject matter, despite en- 
compassing illegitimate children who 
die at an early age, social ostracism, 
loveless marriages and long platonic re- 
lationships between married people, isa 
lot more interesting than her style 
would lead one to expect. 

It was decreed one day that the 
women of China, officially at least, were 
completely liberated and equal to men; 
as is the nature of such decrees, this im- 
mediately became truth. Whether 
Chinese women themselves ever be- 
lieved it is another question but it was 
one of the foundations of Western en- 
thusiasm for China. Descriptions of the 
condition of women made by Western- 
ers after brief visits to China in the 1970s 
make curious reading nowadays, and it 
is even more enlightening to compare 
them with some of Zhang's stories. 


J ulia Kristeva, for instance, is lyrical 
on how a way has been found to make 
"even the housewives useful to society." 
Instead of cosy knitting sessions with 
the neighbours they have been forcibly 
given the privilege of working eight 
hours a day at totally unskilled tasks for 
Rmb 30 (about US$8) a month, as well 














as doing the housework and looking 
after the children. Kristeva is surprised 
by the apparent lack of enthusiasm for. 
their work shown by these lucky ladies, — 
one of whom explains that there are no 


_ problems with the children because the p. 


husbands help with the chores. 
The longest story of this collection 
The Ark, deals with the effect of divorce 
on the lives of three women, not unedu- | 
cated housewives but professional. 
women whose careers should cpitomise - 
the status of the Chinese woman toda 
Zhang tells, simply and without the 
literary pretensions that mar some of 
the other stories, of their daily struggle 
for survival. They share a flat — in it- | 
self, it becomes apparent, 


ordinary state of affairs given the hous- 


ing SCR 
the needs of the divorces in this respect. 


Having hitherto fulfilled their roles — 


| 


an extra- | 


as useful members of Chinese society — | 
wives, mothers and workers — they | 


have seen their status drop, thanks to | 


total freedom of divorce in the people's | 


republic, to nothing. They are a prey to - 
sexual harassment by their bosses, they 


pay alimony to unemployed ex-hus- — 


bands, are spied on by their neighbours, - 
disapproved of by their parents and des- - 
pised by younger women. 

Zhang was apparently criticised for | 
writing about “recognisable living indi- - 
viduals” in this story (which gives one an | 
idea of modern Chinese literary criti- 
cism) and it seems, judging by what 


| 
| 
| 


and general disregard of | 


Gladys Yang tells about her life in the | 


introduction she wrote, that its events - 


are close to Yang's own experience. 


Some of Zhang's other attempts to b. 


describe the disastrous effects on 
women of the overlaying of revolution- | 


convincing. One story, Who knows how | 
to live?, intending to make the point - 
that women are not always what they 
seem, puts the reader in the embarrasse | 


ing position of having to believe that | 
some truly stirring and inspiring poetry | / 


(not, alas. quoted) which evervone 


ary piety on conservative society are less |. 


| 
P 


thinks has been written by “an elderly | 
professional writer" — read “male” — | 


is in fact the work of the frail but pretty 7 
conductress on the No. 1176 bus. 


We have many indulgences towards | | 


China, a blanket forgiveness over the | 
excessive claims at the time of the Cul- | 


tural Revolution being one of the most | 


striking. Another. insignificant but | 
symptomatic of the rest, is an endless | 
goodwill that enables people to plough - 
through writing like this without protest 
simply because it is Chinese. Those in | 
search of more justification can fall back — 


on the documentary aspect, the valuable . 
ethnographical material that comes asa _ 


by-product. But the fundamental prob- | 


lem remains: if one has to count on any | 


goodwill from the reader then the result © 
will not be literature. 


| > 
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[n communist China where personal 
history has been a common source of 
Eu most Chinese intellectuals do not 
|. have the courage to keep even diaries, 
| not to mention autobiographies. This 
|. book, the autobiography of the reputa- 
a ble Chinese economist Qian Jiaju, is a 
. very rare exception. 
| The book was written between 1972 
and 1975, when Chinese intellectuals 
| were kept silent by the Gang of Four, 
. and Qian had no intention of having it 
| published. Rather, when the work was 
_ finished in 1975, Qian kept it in a secret 
n | place and enjoined his son to ask de- 
| . scendants of Qian’s family to read it 
ED his death. His aim was to let them 
_ know the extreme absurdity that existed 
| _ inthe early history of communist China. 
i As such, according to the writer, the 
in book was honestly written despite the 
' political repression. But now, with 
| changed political conditions, the author 
all decided to publish the work with no 
| modification in order to preserve the 
| honest record of "the painful experi- 
Sb ence of an old patriotic Chinese intellec- 
"m tual at the transitional period between 
;B old and new societies.’ 
| . Qian, who was born in 1909, joined 
the Chinese Communist Party (CCP) i in 
_ 1925, one year before he entered Peking 
| University to study economics. In 1928, 
Qian was arrested for his underground 
| political activities. In jail, Qian experi- 
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a enced the threat of death and, to avoid 
3l breaking his mother's heart, he confess- 
-| ed his connection with the CCP in ex- 
change for his release. The incident 
shows a clash between Qian’s Confu- 
| cian filial personality and his communist 
| revolutionary character. When set free, 
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and never re-joined. 
a Yet, Qian remained a leftwing 
" | academic. From 1932-45, he was a uni- 
| versity lecturer in Marxian economics, a 
researcher on China's internal debt and 
" other economic issues, as well as a free- 
A lance writer and editor of many jour- 
| jj nals. These activities earned him the 
| reputation as an economic expert. 
| 1 E. time he was in danger during this 
| period, he received assistance from an 
| unknown force, which he believed to be 
i the underground CCP. This part of the 
id book shows how well-known people 
| 


sE 
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b. 


like Qian were closely watched by the 


i CCP with an eye on being included in 
the party’s united front. 


| After the establishment of the com- 


T 
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munist regime in 1949, Oian was well re- 
| spected by the new leaders for his politi- 
>| cal stance and for his economic exper- 
| tise. He was appointed as a consultant 
| ofthe People's Bank of China and as the 






ian divorced himself from the CCP- 
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| Ther pain of a patriot 


| Seventy years of experience by Qian Jiaju. Mirror Post Cultural Enterprise, 


deputy chief of the Central Private En- 
terprises Bureau, an early establish- 
ment of the new government to ad- 
minister the remaining private enter- 
prises. Misunderstanding that the policy 
goal of the bureau was to protect private 
enterprises instead of restrict their 
development. Qian committed “politi- 
cal errors” which became the fodder of 
criticism against him in the campaign 
against the “three evils” (corruption, 
waste and bureaucracy) from 1951-52. 
Qian survived the campaign by mak- 
ing self-criticsms and because of the 
protection of his superiors. Qian learn- 
ed from this experience that “under the 
direction of tae CCP, [it is impossible 
for] non-partv members to take up real 
duties; at most they can hold only nomi- 
nal positions i3 order to pretend that the 
regime is governed by [the] united front 
instead of by :he CCP dic- 
tatorship." Despite his po- 
sition as a de»uty chief of 
the Central P-ivate Enter- 
prises Bureau, Qian was 
not given any policy guide- 
lines or even background 
data, simply because he 
was not a pacty member. 
"Party members and non- 
members are clearly dis- 
tinguished from each 
other; the gap is non- 
bridgable," Qian wrote. 


ian seemed to remain 

hopeful bout his po- 
sition as a member of the 
Political Cons.iltative Con- 
ference (PCC), set up for 
well-known f gures not in 
the party to air their views. Qian was in- 
vited to the first PCC held in 1949, and 
remained a member until the Cultural 
Revolution waen he was deprived of all 
his political positions. In 1979, his 
membership was restored. In his book, 
Qian compa-ed the status between 
members of the PCC and the National 
People's Corgress (NPC) as follows: 
“In terms of political status, members of 
the PCC seerr less important than mem- 
bers of the NPC; but in terms of social 
impact, the latter is far behind the 
former." Indeed, in many places of the 
book, Qian revealed conceit about his 
role as a critic against the government in 
the PCC. 

A recent experience of Qian shows 
that he may have overestimated the 
function of such a role. In an interview 
with a Hongkong journalist in July 1986 
Qian said that the government had de- 
cided to abolish foreign-exchange cer- 
tificates and taat a schedule to withdraw 
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diem had Boon fixed. Immediately, the 


director of the State General Adminis- 


tration of Foreign Exchange Control 
said Qian’s statement was invalid for 
“Qian was just a PCC member." 

Perhaps as a reply to such a 
downgrading, Qian wrote to the Peo- 
ple’s Daily on 20 August 1986 and criti- 
cised party members for turning a deaf 
ear to non-party voices. He argued that 
what party members need to temper 
themselves is a “sense of responsibility” 
instead of a “sense of pride.” If Qian 
were to revise his autobiography, this 
incident would certainly be added. 

Qian's fate during the Cultural Rev- 
olution is typical of Chinese intellectu- 
als of his generation. His home was 
searched and property confiscated, his 
son informed against his “anti-revolu- 
tionary ideas” and his wife died. And 
Qian, after a failed suicide attempt, was 
sent to labour in a barren countryside 
for three years. Qian wrote that during 
those dark days he thought that all his 
hardships were retribution for his sup- 
port of the CCP. He even said to his sor 
that the most serious mistake he eve: 
committed in life was joining the CCP in 
1925. In fact, there are 
hints in the book that Qian 
was pessimistic about how 
long the communist re- 
gime could last. 

Qian also wrote about 
the facts behind many of 
the myths created during 
China's radical era. For 
example, crops from dif- 
ferent fields were piled 
onto one land to produce 
the so-called wan Jin tian 
(fields that yield 10,000 
catties of crops per acre). 
More ridiculous than the 
“miracles” themselves was 
that nobody had the cour- 
age to question their truth. 
Qian thus wrote: “Readers 
of this autobiography 50 or 
100 years later must think that I am in 
venting imaginative stories. The sad thin, 
is that this is the reality of China after 
liberation.” But Qian was not even sure 
whether his work would ever be read, for 
he worried that the Cultural Revolution 
might make later generations illiterate. 

After the downfall of the Gang of 
Four, Qian wrote to the new leaders to 
ask for opportunities to participate in 
the country’s modernisation drive. He 
still aspired to work for the well-being of 
the country because of his Confucian 
ideology of loyalty to the state. Transla- 
tion of his book from Chinese into 
foreign languages would help foreign 
readers understand the internal person- 
ality clash of a Marxist but Confucian 
Chinese intellectual. It is a kind of in- 
consistent character not uncommon 
among Chinese intellectuals of Oian's 
generation who are now playing an im- 
portant role in the country's modernisa- 
tion effort. — S. Y. Ma 
















You work overseas. Hard and long hours. But are - 
you getting the most out of it financially? ! 

You have to plan carefully. And you need profession- 
al advice. Advice from someone you know you can trust. 

Lloyds Bank can help you and your family with all 
the financial problems that come from working abroad. | 

Our specialists have years of experience helping. 
people like yourself with their finances. So look out for 
them when they visit the major expatriate centres. They 
hold free seminars, giving sound expert advice on finance, 
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offshore status. And help you to decide upon the best way 
to invest your savings, and arrange the most suitable 





Lloyds Bank branch when you're on leave in Britain. 


. St.-Helier, Jersey, 
Channel Islands. 


A THOROUGHBRED AMONGST BANKS... 





insurance schemes: What’s more we can unravel the com 


plexities of your tax situation. In short we can explain the 


alternatives and recommend appropriate arrangement 
for you, so that your money works as hard as you do. 
Write to one of the addresses below or ask at any. 


John Crittenden, Manager — Expatriate Services, 
Lloyds Bank Plc, Capital House, 1-5 Perrymount Road 
Haywards Heath, West Sussex, RH16 3SP, England. 

Brian West, | 
Deputy Manager, 
Lloyds Bank Plc, 
9 -Broad Street, 




































Nigel Holloway in Singapore 


_a week that he will undoubtedly re- 

rember for the rest of his life, Singa- 

-based < Malaysian. businessman 

oo Teck Puat turned : profit of about 
63.8 






































d financial Ser- 
Standard C boosted 


The events in Shine will Tec 
ith the banker-turned-hotelier the 
gest. Khoo Ban Hock, chairman of 
B, was arrested on 20 November in 
and. charged on eight counts 
hithe bank's auditors, Andrew 
nd Bernard. Soo. NBB execu- 
i Chen Ping Fang. was ar- 








1e bank, also based in 
: wanted by police. Khoo, 
atie and Soo appeared in court in 


d were remanded in custody until 6 


igation into NBB's operations 


unei Finance Ministry, this revealed 


on) was advanced to “Khoo-related 
panies" without documentation of 
| money or security for the loans. 

More than 90% of the bank's loans 





ames Bartholomew in London 


'son was arrested in Brunei, it was 
nounced in ‘London that Khoo had 
ed to sell his 29.4% stake in Exco 
nternational, the major financial ser- 
| group. Was it a remarkable coinci- 








^ There are two possible connections 
etween the Brunei arrest and the sale 
1 London. First, the Khoo family might 
ow expect demands for repayment of 
jans made to them by the National 
ank of Brunei. In this situation, 





ndar Seri Begawan on 24 November. 


iore than B$1.328 billion (US$606 


in the day that Khoo Teck Puat’s. 


The charges arose from an ófficíal; in-- 


E 
ich began in June. According to the- 


00 takes his profit and makes a hasty exit from trouble 


PRESE ee aint LERLE VUDEATUR ER Mie 


y from the sale in London | of the a 


: NBB; 


“bank. the largest in the sultanate with 12 


í 


were directed to "Khoo-related in 
terests.” 
» In most cases, interest earned on 
these loans was rolled over and shown 
as accrued profit, though seldom was 
any money paid directly into the bank. 
» The bank financed its day-to-day op- 
erations by borrowing heavily on the in- 
terbank market, most of it overseas. In 
a statement televised in Brunei. on. 20 
November, the ministry's permanent 
secretary, Abdul Rahman Karim, said 
that only through such borrowing could 
the bank "maintain its facade of being a 
profitable: and respected financial in- 
stitution. 

According to NBB's 1985 anual re- 


port, advances at the end of last year 


totalled B$1.128 billion against deposits- 


of B$1:417 billion. Total capitaland re- 
serves were B$199.4 million. The report 
showed a post-tax profit of B$31.1 mil- 
lion, 3.995 higher than in 1984. 

News of the bánk's closure reverber- 


ated through the financial markets of- 


Singapore anc Malaysia as well as start- 
ing a run on some banks in Brunei. The 
alleged. scandal is expected to hurt a 
number of Singapore banks. both local 
and foreign. with outstanding loans to 


- Brunei's Finance Ministry says it will 
guarantee deposits of its citizens in the 


branches: But the government has fro- 


zen all transactions between NBB and | 


Third time unlucky: page 56 





Exco stake could be welcome. Secondly 
Khoo may have wanted to find a way 
out of his London investment before the 


investigation of his Brunei interests be- | 
came publicly known. His negotiating .. 


position in Lendon would hardly have 
been improved by the knowledge that 
his family might have to repay some of 
its debts. Supporting the idea that there 
might be a connection is the fact — not 
yet been widely reported — that Khoo 
had been negetiating to sell his stake in 
Exco for several months. 

“But Khoo did have another, quite 


“The sultan seizes an old friend’s bank 


Brunei s Khood' etat 


3 


am Singapore and extradited to 
on 2^ November, while three 





W. I. Carr 
portant. 
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about 40 correspondent banks worid- 
wide. Repayment of interbank loans 
and deposits held by investors who are 
not Brunei residents will depend on the 
recovery of suspect loans. it says. .- 

‘The "Monetary Authority of Singa- 
pore (MAS), the. quasi-central bank, 
made a quick survey to ascertain the ex- 


posure of local and foreign banks 


to NBB and Khoo companies. A source 
said the results of the investigation were 
“not alarming,” though banking sources 
say that foreign-owned banks in the 
city-state may si Ter dispraportionntely 
from NBB’ s clos 






he events in Brunei took bankers 
there and in Singapore completely 
by surprise. Many were aware that rela- 
tions between the Sultan of Brunei Has- 
sanal Bolkiah and the Khoo family had 


Cooled in recent months, but few realised 


the deterioration was so serious. 

"The sultan's family had been as- 
sociated with the bank, Brunei's first, 
since it was set up by Khoo Teck Puat in 
1965. The sultan's brother, Prince Sufri. 
has been president. of the bank since 
1984 and another brother, Prince 
Mohamed; held the post until 1984. 

"Relations between the royal family 
and Khoo seem to have begun to chill 
when the latter sold the sultan the Holi- 
day Inn in Singapore in 1983 for a re- 
ported. S$250 million (US$114.1 mil- 
lion). The hotel market slumped soon 


after and there were persistent rumours 
in Bandar Seri Begawan that the sultan 
felt he had been overcharged. The < 


yar Regency; à larger and more pre 


different reason for wanting to sell. His 


investment in Exco had begun to go 
| wrong. The board of Exco had at first 


been reluctant to allow Khoo on the 
board at all. Then the board split over 
allocation of its large cash reserves. Re- 
cently much of the top management of 
Overseas) (Wico), the im- 
king subsidiary with a large 
presence in the Far East, resigned. The 








| company in which Khoo had such a big 


stake appeared demoralised and rud- 
derless. The value of Khoo's investment 
was in jeopardy. So, when Khoo was of- 
fered the chance to get out with a profi it 
of around £45 million, it is not surprising 
thathetookit. — 

Under the terms of the deal, Khoo 
has agreed to sell his investment in Exco 
to British and Coo cat Shippiog 
Co. ae for £198 mi if of itin 


—————  —— 














us hotel which stands ópposite 
| what is now the Royal Holiday Inn, was 
| sold in September for S$183 million. A 
banker involved in the transaction said 
the buving firm was linked to the Brunei 
royal family. 
| In 1985. the MAS turned down an 
| application for a banking licence in 
| Singapore for NBB. No reasons were 
| disclosed, but it is thought that the MAS 
| considered Khoo's stake in the bank to 
| be too high. 
| The Finance Ministry. in Bandar Seri 
Begawan began to take acloser interest 








in NBB as part of an attempt to tighten 
its extremely loose supervision of the 
nine banks operating in the state. The 
authorities received a scare in June 1985 
when a local institution, United Na- 
| tional Finance, went bust, jeopardising 
| the deposits of many civil servants. 
When preliminary investigations re- 
-vealed massive borrowing by NBB. a 
| fuller examination was ordered in June 
| 1986, with specialists brought in from 
! abroad to help. 

-Brunei banking regulations do not 
F speal the limit in loans that can be ex- 
| tended to directors or related companies. 
The men charged so far face up to six 
months’ jail and a fine for defrauding de- 
positors and lenders and up to two years 
jail for tampering with the bank's finan- 
cial records. On 19 November. the sultan 
issued. an emergency 
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as controller of NBB and its finance 
company. National Finance. It also 
gave him sweeping powers to continue 
his investigation into the bank's affairs. 
The first public sign that things might 
be seriously wrong came on 13 August | 
when a proposed - .US$30 . million 
Eurobond issue by the bank was.with- 
drawn because the Swiss manager. of the 
issue, Banque — Gutzwiller... Kurz 
Bungener (Overseas). was told bv the 
Brunei Finance Ministry that it had not 
approved the issue. despite earlier as- 
surances by NBB that no approval was 
'eeded. The Brunet authorities made a 
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shares and the rest in | either convertible 

loan stock or cash. Although Khoo has 

agreed to accept some shares in pay- 
ment, his investment is now much more 
liquid than it was before. __ 


I t is no coincidence that itis B&C which 


chief executive John Gunn was for a 

long time the chief executive of Exco | 
- and helped build it up to its current size. 
| In fact, Khoo gained the bulk of his 
| stake in Exco just a year ago by buying 
| from the Kuwaiti Investment Office 
- (KIO) 22.2% of the Exco equity which 


hours earlier (REVIEW, 5 Dec., '85). 
an unpleasant surprise to Gunn, cost 


| Khoo £116.5 million. 
Tout Although: the latest sale of Exco took 


order appointing. 
the Finance Ministry s Abdul Rahman 


| 


is buying Khoo out of Exco. B&C. 


| KIO had purchased from B&C only 24- 


| T statement 





HL 


| 
| 
| 
| 
| 
| 


Khoo's deal with KIO, which came as | 


that NBB in no way 
‘functioned as a central bank (the sulta- 
nate has none) and added that neither 


_ the sultan nor the government owned | 


shares in NBB. 

Officials in Bandar Seri Begawan 
have discounted suggestions that the 
sultan and Khoo fell out over negotia- 
tions to buy the bank — the explanation 
for the affair being put about by sources ` 
close to Khoo. Despite the official de- 
nial in August, interests linked to the. 
roval family. are thought to have a 25% 
share in NBB, with the remainder own- 
ed by the Khoo family. 

An annual return by NBB to the 
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Khoo Teck k Puat: misündersanidho 
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Companies House in Brunei. dated 24. 
April 1985, listed 277 shareholders. Of 
these. by far the largest was National 
(Nominees) with 61.4 million shares of | 
the total 90 million issued shares. Leo | 
Investment Corp. with 9 million and | 
Taurus Investment Corp. with 5 million. 
shares ranked next. Khoo Teck Puat 
was listed. as having | million shares 
while about 19 other members of the 
Khoo family were shown to have mostly 
200,000 shares each. ] 
As for the Brunei royal family. Raja | 
Isteri, the sultan's first wife, was shown | 





place in a rush, the deal had been long in | 
the making. One of the participants was | 
Banque Indosuez, a French bank with | 
substantial representation in. the Far ' 
East. Banque. Indosuez had long- 
wanted to buy Wico, which seemed to © 
meet the bank's requirement of a 
stockbroking company which was well 
|.represented in the Far East as well as 
, having a presence in London. Unfortu- | 
, nately Exco was not a willing seller of its 
broking subsidiary. | 

Eventually B&C bid alone, but with | 
an attached arrangement by which Ban- | 
que Indosuez will acquire Wico. for . 
more than £36 million. 

This arrangement had been gradu- | 
ally moving along the pipeline but it was | 
suddenly speeded up as a result of the | 
Bank of England's decision on 14 - 
November that banks would be allowed | 


;as having 





| 


| misunderstanding can be settled 
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fell, a leading British merchant bank 
could revive its ambition to buy E: 
So B&C and Banque Indosuez ha 


. Grenfell. In a great hurry they se 
the agreement of Khoo, who was t 
| biggest single: shareholder, and a 
| Canadian-based First City Finan 
| Corp., a major shareholder, and 
| majority of the board of Exco. T 
| also bought shares in the market 
were able to tie up more than 50% of t 
, equity. Thus they were able to shut. 
any rivals. The deal was concludes 
less than a week. Doubtless Khoo. w 
as relieved as any of the others that the 
long-mooted deal. 
roh. 





20.000: 
daughters had 10.000 $ 
Much may have changed since thi 
port was compiled. but it seem 
ownership structure is not as sim 
some reports have suggested. 
If the authorities’ a 
the conduct of NBB ae 
Teck Puat. he was the last pers 
show it. Three days after his son w 
rested, Khoo senior issued a stat 
in Singapore saving that “he hops 



























































uet He added that “z a numb 
ess proposals" had been put b 
tan to him through hisson. "The 
ters have been under consider: 
hopefully may be resolved - 
satisfaction." 'hesaid. © 


t is. unclear. e. these "E 
proposals" refer to. They n 
nothing to do with the. gate of th 
but rather the question of NBB 
to the Khoo family. Abdul Rahn 
on 20 November that over the pas 
eral months the government hat 
to avert the bank's closure by. 
ing in good faith negotiations wi: 
Khoos in an attempt to persuade 
to restructure the loans and. pr 
adequate - - security." | 
“Why these attempts were unsuct 
ful remains a puzzle. As if to der 
strate that he was in no immediat 
.nancial difficulty. Khoo Teck Puato 
November increased his stake in S 
chart from the 5.25% acquired in J 
part of a ^white knight" defence 
the takeover ambitions of Lloyd 
(REVIEW. 24 July) to 6.28% — at 
of around £13 million. When Brit 
Commonwealth Shipping (B&C) 
over Exco on 20 November. Khoo t 
B&C shares for part of his 29.4% s 
rather than cash. Khoo is reporte 
have sold in recent weeks substat 
blocks of shares he previously hel 
the Development Bank of Singap 
United Overseas Bank. Over 
Chinese eatin: Corp. and. is 


to own money-broking - compa 
(money broking is the core business 
Exco). This meant that Morgan Gre 










move fast in order to beat Mi 













suddenly. we 
























































Stats | from his other share deal- 
ind the sale of two hotels (including 
loliday Inn) could have paid for a 





tne past few years. So, if the Brunei 
ance Ministry is correct in saying that 
B lent more than B$1.3 billion to 
20-related companies, it is a mystery 
here the. money has gone. Khoo has 
ld friends in London that his family is 
yway a major depositor with the 
ink to the tune of some US$300 mil- 


Although. Khoo represents the take- 
of NBB as a “misunderstanding” 
ween friends, it is.doubtful whether 
e companigs in London of which 
hoe is (or will soon be) a director can 
it the legal proceedings in the same 
, They may sigh and say “well, that 
he way they do business out there." 

Af it comes to be proved in court that 
BB channelled 90% of its loans to 
o family interests, it is hard to see 
Stanchart, In particular. could con- 
to accept Khoo on its board. Dis- 
onionate | En to one family is 





Bi Nayan Chandai in Washington 


happy with the slow rate of decline 
n the US-trade deficit despite an 
yarent 30% fall in the value of the US 
lar over the past year, the Reagan 
ministration has turned its attention 
iat it considers the “unrealistic” ex- 
inge rates 
an and South Korea. 

'asury Secretary. James Baker. ad- 
Asia Society in Washington 
runt into the open 
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By Nick Seaward in Kuala Lumpur 
H istory has a strange way of repeating 
itself. Almost 20. years to the day 
after Malaysia's central bank, Bank 
Negara (BN, the central bank) took its 
first steps towards removing Khoo Teck 
Puat from the helm of Malayan Bank- 
ing. the financier has again found him- 
self with his reputation under a cloud 
and another bank whisked away from 
under his control by a host government. 
His humiliating. departure from his 
position as managing director of 
Malayan Banking in 1967 branded 
Khoo with a stigma that had taken years 
of spectacular business success and the 
accumulation of an estimated US$400 
million in. personal wealth to remove. 


Khoo recovered his fortunes with the- 


help of Singapore property assets he 
had been forced by BN to buy back from 
Malayan Banking as part of a rescue 
operation for the bank. 

Foremost of these was Goodwood 
Park Hotel, bat they later included the 
Holiday Inn hotel. which Khoo sold in 
1983 to the Suitan of Brunei. 

Despite his ignominious treatment at 
the hands of the Malaysian authorities. 


Khoo maintained his links with the | 


s pricing 


he US goes public with its call for Asian revaluations 


"ready to be brought into the world 


trading system as full- -fledged particip- 


ants” and that it was time for them “to 
shoulder the responsibilities that come 
with increased economic maturity.’ 
Baker warned that “to the extent they 
decline to open their markets to the 
world and follow currency practices that 
thwart adjustment, they deprive them- 
selves and their trading partners of the 
opportunities for growth.” 

Baker outlined a three-pronged ap- 
proach to the NICs. First he called on 
them to “follew policies that allow their 
currencies to better reflect the-econo- 
mic fundamertals" — in other words re- 
value their currencies in the same way as 
Japan and Western industrialised na- 
tions have done, following the Plaza 
Agreement of September 1985. Sec- 
ondly, he indicated US determination 
to push new trade issues such as ser- 
vices, investment and intellectual prop- 
erty rights in discussions with the NICs. 
Thirdly. he warned that President 
Reagan would be vigorously applying 
YS law against unfair trade practices: 
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ment about the 


tion that the US has 





banking void He still held: sizeable 
stakes in Malayan. Banking and 'in 
Singapore's Oversea-Chinese Banking 
Corp. (OCBC), the prestigious bank 
whose refusal to give him a place on the 
board led to his founding of Malayan 
Banking in 1960 and his subsequent ac- 
quisition of Malaysian citizenship. The 
son of a wealthy Singaporean land- 
owner, Khoo had joined OCBC as a 
clerk in 1933 and worked himself up to 
the position of deputy general manager. 

Khoo also maintained his estimated 
75% stake in what was in 1967 a little- 
known bank in Brunei. Khoo had 
created what came to be known as the 
National Bank of Brunei out of the 
ashes of a Malayan Banking branch that 
had been dismantled after the sultan- 
ate's refusal to join the Malaysian fed- 
eration in 1962. With the help of share 
capital from the Brunei royal family, the 
bank grew to take a dominant position 
inthe country. 

After clawing his way back into the 
limelight with his purchase of Austra- 
ha's Southern Pacific Hotel Corp. in 
1981 (acquiring Australian residency 


status in the process). his takeover at- 


Repone to à question that 
pointed out the political ifficulty in re- 
valuing currencies, Baker said failure to 
adjust a currency. would have un- 
specified "consequences" — implying 
US retaliation in trade areas. Baker's 
remarks have. come in the wake of in- 
creasing US unhappiness at the fact that 


Asian NICs seem to have benefited 


more from the appreciation of the yen 
thanthe US. 


Economists point out that while the .. 


US dollar has depreciated by less thai 
5% against the Taiwan dollar since Feb 
ruary 1985. it has actually risen 5.5% 


against the won. And since both curren- 


cies have depreciated against the yen, 
they have made inroads into Japan's 
market bothi in the US and PEN. 

&& Bt could well be,’ : basis an econo- 
mist with Manufacturers Hanover, 


"that once our trade picture with Japan 


finally improves, it will be offset by wor- 
sening deficits with the NICs of South- 
east Asia. giving little relief to our belea- 
guered manufacturing sector." The US 
trade deficit this year with Taiwan, for 
example, swelled to US$11.1 billion in 


the first 10 months compared to US$8.4 


billion in the same period last year. 
.. Independent analysts said that de- 
Spite the administration' s public asser- 


in the trade defici 
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tempt of Hongkong’s Wheelock Mar- 


den in 1984 and his purchase of the 
largest stake in London-based financial 
services house Exco International last 
year, Khoo had only recently regained 
international respectability as one of 
Stanchart’s white knights this year, after 
which he was invited to join the board. 

Just when it looked as if his rehabili- 
tation had been completed, the latest 
events in Brunei are expected to reverse 
Khoo’s increasingly successful efforts 
over the past few years to put over his 
version of the events that led to his dis- 
grace in Malaysia at the hands of then 
BN governor, Tun Ismail Ali. 


t has still never been stated in black 


and white why Ismail moved against ; 


Khoo with such vehemence in 1966, but 
it is common knowledge in Kuala Lum- 
pur that Khoo was alleged to have com- 
mitted the same type of offence of which 
his son stands accused in Brunei today. 
The authorised version in the book is- 
sued by BN in 1984 to mark its 25th an- 
niversary stated coyly that it was “al- 
leged that the managing director of the 
bank, Tan Sri Khoo Teck Puat, had bor- 
rowed a lot of money from the bank. He 
was the man who had founded the bank 
and was its major shareholder." 

In a series of interviews carried by 
Insight magazine in 1983, Khoo claimed 
that he was the victim of a plot in the 
Malayan Banking affair, which had 


the devaluation of the dollar. They 
view the pressure on Taiwan and 
South Korea to revalue as much a 
result of frustration at the con- 
tinued large deficit as of a desire to 
pre-empt the Democratic-domi- 
nated congress which emerged 
from the November election, from 
going ahead with protectionist 
legislation. Although trade figures 
in August and September showed a 
slight drop in the US trade deficit, it 
s still expected to reach a record 
US$170 billion for 1986. 

There is a widespread belief that 
when the full-year trade figures are 
announced in late January 1987, 
around the time the new congress 
convenes, there will be cry of out- 
rage from the politicians. A version 
of the protectionist omnibus trade 
bill that was passed by the House of 
Representatives last year is likely to be 
revived. 

The president, who needs congress 
to renew his authority to engage in a 
"fast-track" procedure on trade negotia- 
tions going into the Uruguay Round of 
Gatt talks, could be forced to make con- 
cessions to the legislators. (The fast- 
track procedure set up by the Trade Act 
of 1974 obliges congress to consider ex- 
peditiously, and on an all-or-nothing 
basis, trade agreements reached with 
foreign countries.) Bilateral exchange- 
rate deals — an approach endorsed by 
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been hatched by men who “served other 
masters, many of whom were not Ma- 
laysians but who had vested interests in 
Malaysia to protect.” Accusing these 
vested interests of wishing to “wrest 
control without having to fork out mil- 
lions,” Khoo claimed he was the victim 
of a plan to discredit him over Malayan 
Banking’s investment in property com- 
panies in Singapore through a sub- 
sidiary, Malayan Finance. 

Particularly controversial was an in- 
ternal sale and purchase-back operation 
in 1964 — involving 25 million property- 
company shares — which was contrived 
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Source: US Dept of Commerce. 
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the Republican-dominated Senate Fi- 
nance Committee — are seen as one of 
the more acceptable lines of attack to 
mollify the congress. 

The latest focus of attention on cur- 
rency issues also follows a study by the 
US International Trade Commission 
(ITC) showing the real depreciation of 
US dollar is less than commonly be- 
lieved. One reason for this false percep- 
tion is failure to factor in relations with 
such major US trade partners as the 
Asian NICs. The Federal Reserve 
Board calculates that on a trade-weight- 
ed basis, the US dollar has dropped 


n "v Y. 


"NEW STRAITS TIMES, MALAYSIA 





US trade deficit with major trading partners 


Total trade % of US b of tota 
(US$ billion) with US - deficit 
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to produce a M$750,000 (US$287, 900) | 
profit for Malayan Finance, accounting © 
for 25% of Malayan Banking’ s profits | 
for that year. This transaction was fi- — 
nanced by Malayan Banking itself tothe | 
extent of M$30 million, with Khoo | 
undertaking to buy these investments. | 
However, it turned sour when the prop- — 
erty market collapsed and Khoo refused | 
to honour his side of the deal until - 
forced to do so by BN. 

Growing concern that the bank was | 
creating artificial profits came to a head | 
when a run on several of the bank’s 
branches wiped out 40% of its deposit | 
base in 10 days. An emergency rescue 
plan was put into operation on 28 Oc- | 
tober 1966 when all state governments | 
and statutory bodies were requested 
refrain from withdrawing their deposits. 
and the run was contained. Khoo was - 
removed as managing director and re- 
placed by anexecutive committee domi- — 
nated by two BN appointees — lawyer. j 
Yong Pung How, now chairman of | 
and accountant Azman 
Hashim, now chairman of Arab- -Malay- | "x 
sian Merchant Bank. d 

As à result of the Malayan Banking | 
case, the banking laws in Malaysia were | 
amended in 1968 to ensure that direc- | 
tors of banks declared their direct and | 
indirect interest in. all loans and ad- | 
vances. These changes were designedto | 
ensure that directors did not hide be- | 
hind nominees. oO 


32% from its level in the first quar- - 
ter of 1986. But critics have pointed | 
out that the Fed's index includes — 1 
only 10 major industrial countries |. a 
— and no Asian NICs — and is also | 
based on shares of worldwide : 1 
trade from 1972-76. 

To get around such a data gap. | 
the ITC ordered a study of the — 
value of the US dollar covering 16 | 
of the 17 largest US trading | 
partners and taking into accountin- | 
flation. China was excluded be? R 
cause of “a lack of reliable data for | 
the real value of its currency." T 
Announcing the result of the | 

i 
| 
| 
| 
| 
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study, ITC commissioner Paula 


wt 







Stern said on 6 November that "it | 
was too early to celebrate the end of - 
our trade woes" for the dollar had — 

fallen only 19% and not more than | 
30% as commonly believed. She said | 
"the much cited 30% figure is mislead- | 
ing because it depends on nominal, not | 
real, exchange rates and ignores theex- | 
panded importance of trade partners | 
like Canada and Asian NICs.” | 
She pointed out that the recent drop | 

in the US trade deficit had been 
achieved by cutting imports rather than | 
improving exports. “If this trend con- | 
tinues,” she said, “we will ‘cure’ our | 
trade problem by shrinking world trade, MN 
unless there is a tremendous — and | 
hitherto unhinted — expansion of trade | 
among the rest of the world." u | 




























































' faudine England in Jakarta 


à time when plunging: oil prices 
lave spurred the most concerted 
to increase non-oil exports yet, the 
iise of the Indonesian plywood in- 
ry is great. Forestry Minister Sud- 
o:says that within seven years In- 
a could produce 100% of the 
d's- tropical plywood needs, up 
he 70% it supplies now. But while 
1akings of a boom are there, the in- 
y's history of ups and downs is scar- 
kers away and pushing the gov- 
to protecting its weak ele- 
both of which cowld seriously 
lywood's growth potential. 
ie government estimates that at 
JS$1. 
ood exports in this calendar year, 
ipared to US$163 million in 1981). 











as exports this year. . 


ig the past few years. : 
he phenomenal growth of the 
ood industry, froma production 
'of 19,000 m? in 1973 to 2.9 million 
1 1983 and 4.9 million m? in 1985, 
created serious overcapacity and 
flow problems. The end-year pro- 
on capacity for 1985 was 6.2 mil- 
3. Domestic démand accounts for 
a quarter of the. 1985 production 
which means that with projected 
rts of 4 million m? in 1986, capacity 
he 113 mills (11 still under construc- 
1) will still stretch about 1 million m? 
€ production. 
ne difficulty in boosting exports 
been the resistance to imported 
i traditionally 
ted Indonesian logs to manufac- 
wood thomse s; most notably 
n. Following: the Indonesian log 
i, log importers switched to other 
itheast Asian suppliers, and kept 
riffs high on imported plywood: After 
me tension, the Japanese ted piywo to 
uce. tariffs on im orte 





io steps forward... 


donesia’s plywood industry grapples with overcapacity problems 


3p———— PEPPER 


g the commodity the country's | 
st foreign-exchange earner after oil. ` 
-natural gas, and responsible fora r T 
jected 14% of income from non-oil/ ==—- 


targeted 15% by 1988. This, and the 
continued expansion of the, Chinese 
market, it is hoped, will result in in- 
creased Indomesian exports, though 
there is strong competition from Malay- 
sia. 

With expansion much faster than the 
market could absorb, there are a 
number of bad loans being carried by 
banks in Jakarta, especially the state 
banks. Sudjarwo has estimated that half 
of the plywooc mills are “currently fac- 
ing severe cash-flow problems.” Other 
sources say the mills are paying at least 


billion will be earned from | "n. 


The earnings jump illustrates the (1975 =)... 
ess of a government policy decision | |4976 | 
an all. exports of raw materials in mo ro 
r to force an increase in the value- E : 

led aspect of the industry. The gov- 
ment reduced its ceiling on log ex- RU 
rts from 4 million. m3 in 1982 to 1.5 | Sob a | 29 
lion m? in 1984, and finally to.a total iR pere: ae RA =| 
| last year. Logging concession hold- | = prea) 
were forced to build plywood mills |i? — 95 | 
keep their concessions and, with the 1983 | Ie 
ultant flood of Indonesian plywood | = ie see 
-the regional market, prices have |; 
n below production cost at times | 


| Annual capacity under 2 shifts operation. 
| Source: APKINDO. 





US$300 milliom yearly just for interest | 
paymentsoninwestmentloans. 
The banks have been quietly advised 
by the government not to call in loans 
to plywood firms, but to roll them over 
for. as long as possible, sources said. Pri- 
vate bankers are wondering how long 
such loans can be ignored and fear 
finance problems in the industry will 
continue. While the massive boost in ca- 
pacity and the fall in world prices are 
part of the problem, plywood company 
mismanagemert is a major factor, they 
Say. 


ow much these bad loans amount 
to is hard to pin down. The best- 
known exampl: is the Djajanti Group, 
hampered by aa estimated US$200 mil- 
lion debt. Djaganu's biggest creditor is 
state-owned Bank Dagang Negara, fol- 
lowed by Bangkok Bank, state-owned 
Bank Bumi Daya and other local and 
foreign banks. 
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Utama, ` 10" nga t 
legal action from | me  baitks ahd Mac 
ing companies. The largest state bank, 
Bank Negara Indonesia, is carrying the 
brunt of what is thought to be Rps 100 
billion (US$60.7 million) in debt. — . 

Many plywood firms are. staying 
afloat either through personal connec- 
tions; the political need for the industry 
to survive, or the perception by govern- 
ment that small foundering firms should 
not be allowed to perish. But the banks 
do not necessarily feel the same. - 

"Timber is just a black hole for us 
now," said one banker. "We have lost 
millions already and have no desire. to 
lose any more. 


One foreign financier points out that 


while the government has achieved a 
massive boost in Indonesia's control of 
the world wood-panel market (includ- 
ing blockboard and veneer as well as 
plywood), it is not taking the next step, 


namely letting the bad firms fall. Esti- 
mates of the number of firms strong 


enough to operate efficiently suggest 
that perhaps only 10-20 would survive 
on their own merits. Yet, argue the 


bankers, the industry would be stronger 


as a result of a shakeout. 

To remain strong, plywood produc- 
ers need to secure finance to replace and 
recondition old equipment. Key inputs 
to the production process — spare parts 
for machinery, steel strapping for pac- 
kaging, industrial flooring for the mills 
— are now cheaper for manufacturers 
since the government's 6 May invest- 
ment reforms which allow local produc- 
ers to import free of duty inputs for an 
export-oriented industry. But because 
bankers are now wary of lending to the 


sector, producers are finding it virtually 
impossible to take advantage of the new 


m According to studies done by 

equipment-supplying companies, the 
effect of thison. the industry’ $ future i Is 
debilitating. . 


There are about 4, 000 crawler tract- ods, 


ors in operation in logging areas now, 


many ageing and lacking in mainte- 


nance due to cash-flow problems. The 
tendency to repair equipment after it 
fails is more expensive than adherence 
to a planned maintenance programme: 


“The old machines must be replaced by 


new and middle-aged units properly re- 
paired if loggers are going to meet their 
production targets," said staff at the 
local Caterpillar - heavy-equipment 
dealer, Trakindo Utama. 

Still, the banks have had their fingers 
burned and are hesitant to put in more 
money. "That is.a pity because a selec- 
tive inflow. of finance now, under prop- 
erly controlled programmes to upgrade 
log production, will lead to a viable i in- 
| dustry,” said a Trakindo source. 

Beyond these issues is that of mar- 
keting: The Wood Panel Association of 


Indonesia (Apkindo) has secured con- 
trol over industry production and. mar- 
s strong. governmei it 
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support — partly through the well-con- 
nected Apkindo chairman Bob Hasan. 
No one can get a new plywood mill or an 
export permit without Apkindo’s ap- 
proval. 

Apkindo says its system of price-set- 
ting teams which are responsible for set- 
ting a guiding price at which members 
are required to sell, and its market 
rationalisation procedures have helped 
to smooth out the process of selling 
plywood. But while these keep produc- 
tion steady at current levels, they allow 
veiled price manipulation as well, which 
mostly hurts the small producers. 

















A quota system was introduced by 
the government on 21 April which 
imposes export limits on each company, 
calculated on the basis of previous per- 
formance. Government production 
controls reach deeper, E restric- 
tions on the annual allowable cut of 
timber on a firm-by-firm basis. (This is 
meant to guard against undue depletion 
of forest resources, though it is widely 
recognised that timber reserves are not -— s | 
being replaced as fast as they are being | " P 
cut.) If firms are found to be overstep- 
ping their quota or undercutting on 


v 
prices (through over-invoicing), discip- Switzer la nd | 


linary action is taken — about 10 firms 


have so far been barred from trading for o f j d | id | 4 
short periods. | attr acti ve ror wor “wide A 


The marketing teams are controlled 


| € 
by the | t and Ithiest pl d a 
beers {politically wellscolihestdd th I nves tm en Ts 9 
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most cases) and they are the ones that ; e: DU E 
set the prices. Given the significant SWITZERLAND is known for its political stability, its sound E 
economies of scale in the industry, and economy and one of the hardest currencies in the world. ý 


that some of the larger producers own 


shipping arıns to carry the plywood, the SWISS VOLKSBANK is known for its expertise in portfolio 13 
smaller firms cannot manage profitably management and investment advice. Being a universal bank, k- 
at the low prices set by the teams. If a however, we offer our customers a full range of services. Over * 
smaller firm cuts less than its log quota, 115 years of experience and over 5000 qualified staff ensure a 
or underproduces on its plywood quota personal and reliable service. A 
due to financial constraints, it could see k ' 
those quotas reduced. YOU can contact us at any of our more than 150 branches in , 
But the low prices also make it dif- Switzerland or through our overseas offices or London Branch: E 
ficult for the industry as a whole to drive .. qud 
up export prices, which is possible for SINGAPORE i LONDON Branch e| 
Indonesia because it controls such a Representative Office 48-54 Moorgate E 
1, Bonham Street # 29-02 London EC2R 6EL | 
large segment of the global market. VOB Build; Ph ON 528 7777 X 
While the government measures rece, F one (Ol) 4 a 
may go some way to improving the in- Ph i (532 2525 a 
dustry’s efficiency, and eventually the TOKYO | SAO PAULO T3 
market for Indonesian plywood, the Representative Office Representative Office be 
result is a cartel-like cosiness in which Vorakucho:Denkd Bieta. Phone 288 7222 i 
the largest firms control the paramet- Yurakucho, Chiyoda-ku, ; 
ers of trade and the smaller ones are Tokyo 100, Japan | 
swept along. Analysts agree that the Phone (03) 287 1346/9 D 
survival of this industry continues to 
depend on government cushioning 4 
despite its potential for long-term UIDI em uA i 
growth. | i 
a TAN 1 
ever, admittedly new to Indonesia, is E 
keen to move into the industry. “We A 


think it’s seen the worst and if we think WI V LKS BAN K P 
they can pay now, certainly they can pay i 


later." It will take bankers another year 


or two, though, of waiting and watching Head Office: 5, Weltpoststrasse, CH-3001 Berne | 4 
before they feel confident enough to E 
ofice more fully back the industry. @ | om 
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| SHIPPING 


Stay of execution? 


1 Financial packages may only delay a much-needed shakeout 


By Michael Westlake in Hongkong 


Ep Observers could be forgiven 
for assuming that the worst of the 
shipping recession might be over with 

. the completion of financial rescue pack- 
| ages for Hongkong's beleaguered Tung 

and Wah Kwong shipping groups 
(REVIEW, 20 Nov.) and some increases 
in freight and tanker rates. But amid the 


| optimism various pundits are warning 


that recovery may still be a long way off 
— and that any lessons learned in the 
past few years hard times may be 
quickly forgotten. 
| One such warning camg from a UN- 
. sponsored conference in Geneva in 
| gid-November, when 10 days of talks 
between the world’s leading shipping 
and shipbuilding nations on the pro- 
longed excess of shipping capacity 
eed little more than an agreement to 
old a follow-up conference in early 
| 1988. The conference, for members of 
| the UN Conference on Trade and Deve- 
| lopment (Unctad) shipping committee, 
called on governments to consider in- 
troducing incentives for the scrapping of 
surplus tonnage and to restrain new- 
building orders, so as to bring the ship- 
ping supply-demand equation into bal- 
ance and thus end the undercutting of 
rates which, among other factors, has 
led to uneconomic operations. 
However, the conference failed to 
tackle what many in the industry con- 
sider to be a major cause of the excess 
tonnage — the massive overcapacity in 
shipbuilding, in some cases exacerbated 
by government subsidies. Some govern- 
ments are seen to be holding on to ship- 
building as an engine of economic 
growth, thus keeping yards open with 


He said it was in the area of new- 
buildings without charters that most 
of the major shipping collapses around 
the world in the past 10 years had oc- 
curred, but underlined one problem 
peculiar to Hongkong: though the ter- 
ritory had a considerable advantage 
over other shipping centres because of 
"a vibrant steckmarket and investors 
prepared to take a more liberal view of 
investment risks," Hongkong shipping 
stocks' support came from local invest- 
ment. 

As Slater moted: “One of the main 
reasons for this was a concern expressed 
by many fund managers over the con- 
cept of there being fleets of ships owned 
by the publc companies operating 
under the same management structure 


finance costs, and can thus compete in 
the marketplace. 

But this type of rescue merely post- 
pones what some see as a desirable — 
even inevitable — further shakeout 
among shipping companies, and shifts 
the debt from banks' loan portfolios to 
their equity portfolios. Depending on 
individual banking nations' rules, these 
"investments" might be absorbed into 
banks' reserves or perhaps treated as 
genuine long-term investments — with 
up to 15 years before they recoup their 
cost, according to one banker. 

And as Slater pointed out: “Unfortu- 
nately, despite the bankruptcies or re- 
structuring, little or nothing changes the 
overtonnage situation. If anything the 
problems are compounded as ships sold 
or auctioned at a fraction of their recent 
original cost then return to the mar- 
ket at rates reflecting their new low 
value, and thus continue to depress 
freight rates and cause further col- 
lapses." 

A case in point is action taken by 
Chase Manhattan Bank in the Wah 
Kwong rescue, when Chase held out for 
the removal from the plan- 
ned core fleet of the restruc- 
tured group of three ships 
on which it held mortgages. 
From the start of the rescue 
negotiations Chase had 
made clear that it wanted to 
retain the ability to sell the 
three ships, and feels it 
took an unfair dose of 
public criticism for sticking 
to its guns. 

In the event, Chase took 
its ships and sold them for 
around 40% of the mort- 
gage value, and then joined 
the rescue plan for the bal- 
ance of its unsecured and 
undersecured loans, insist- 
ing this was a sound busi- 
ness decision. Others obvi- 
ously agreed, because in 


Chase’s shadow and with- 
out any similar public disap- 
proval, several other ships 
were quietly removed from 


| éineconomic prices to gain market share. 
^ Other warnings came at Seatrade's 
| Expoship Far East '86 conference in 


Hongkong, also in mid-November, in 


Sclar; Slater: new environment. 
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particular from one financier who said 
that as the effects of the past 10 years of 
shipping industry crisis continue to 
move eastwards, more than US$10 bil- 
lion in loans to Japanese shipping com- 
panies may have to be written off in the 
next year. 

Paul Slater, chairman of First Inter- 
national Capital Group, isolated specu- 
lation in ship values as a major cause of 
the worldwide shipping slump. “To 
order a new ship, other than in the liner 
trades, without contractual employ- 
ment is a total speculation. To finance 
that speculation with borrowed funds is 
an irresponsible gamble, and those 
banks who provide funds for such gam- 
bles and describe them as loans are 
guilty of gross self-deception,” Slater in- 
sisted. 


as ships owned by private companies 
controlled by the principals of the public 
companies. This practice, unique to 
Hongkong, creates at best a fundamen- 
tal conflict of interest and, with inter- 
company indebtedness and unlimited 
personal guarentees, at worst a fraud on 


‘the shareholders of the public com- 


panies.” 

This was | kely a reference to the 
Tung-Overseas Orient Container Lines 
and Wah Kwong groups, both of which 
were a mixture of private and public 
companies. Now, with both groups ef- 
fectively owned by their creditors 
through conversion of much of their 
debt — US$2.5 billion and US$855 mil- 
lion respectively — into equity, they can 
operate as restructured companies with 
slimmed-dowr fleets without crippling 


the core fleet, which shrank from about 
40 to 31 ships by the time the rescue 
agreement was signed. 


Acre to one line of analysis, the 
recession of 1974 marked the begin- 
ning of the shipping industry's problems. 
At that time and until recently, many ship- 
owners and their financiers regarded 
ships as floating real estate, with virtu- 
ally guaranteed increases in capital 
value making new vessels a good in- 
vestment. But in recent years the de- 
layed recovery of the economies of the 
developed world led to slower-than- 
predicted trade expansion, so that 
newbuildings ordered in the expecta- 
tion of recovery produced a glut of ca- 
pacity, and this, combined with a drop 
in inflation in many countries, caus- 


4 DECEMBER 1986 e FAR EASTERN ECONOMIC REVIEW 





ed second-hand ship values to tumble. 

Excess capacity brought heavy dis- 
counting of rates which eventually 
pushed them down to uneconomic 
levels. The answer to this adopted by 
shipowners in many cases was to order 
more modern ships, with automation 
reducing operating expenses by cutting 
crew requirements, while owners 
awaited an upturn in the second-hand 
market before disposing of older ships. 
In the event, there was no upturn of any 
significance, and the companies were 
caught in a spiral of debt. Apart from 
shipping companies’ bad timing of new 
orders and reluctance to sell or scrap 
older vessels, the bankers vied with 
each other for new loan business, and 
shipyards offered cut-rate prices to get 
the business. 

The banks, for the moment, are 
being more cautious. According to one, 
who ey uested anonymity, shipping 
loans will in the future be granted only 
after a close look at a company’s man- 

gement, financial state, its entire fleet 

nd its contracts, instead of the previous 
tendency to do deals for each ship in iso- 
lation. 

As Slater put it: “The shipowners of 
tomorrow need to . . . take the industry 
seriously and not treat it like a floating 
casino, with the capital assets gambled 
against the short-term indicators of the 
spot market.” 

The shipyards are more of a prob- 
lem. Japan has bitten the bullet, but 
hardly by choice — competition for new 
orders from South Korea has been given 
a huge boost by the rise of the yen, 
which has made new ships from Japan 
hideously expensive for domestic 
operators whom, it was hoped, would 
be the mainstay of the local industry 
while it awaited a general shipping re- 
covery. Overseas orders fixed in foreign 
currency have become loss-makers for 
the yards, and prices set after the yen’s 
rise have driven foreign buyers to look 
. to South Korean yards. 

Now Japan intends to scrap 20% of 
..S Shipbuilding capacity by 1988, from 
6.02 million gross tons a year to 4.8 mil- 
lion, in the face of orders at their lowest 
level for seven years. The Japanese 
shipbuilders’ association in 1985 fore- 
cast a world shipbuilding output of 13.1 
million gross tons in 1988, about a third 
of the heady level achieved in the mid- 
1970s, and expects its members to net 
only about 3 million gross tons of this 
total. It does not expect building capa- 
city to match demand until 1992 at the 
earliest. 

South Korea is benefiting directly 
from Japan’s problems, with reports in 
November that its 1986 orderbook had 
reached 3.7 million gross tons and that 
its prices were up by 10-15% from the 
trough of about half the cost of the same 
tonnage in 1981-82. Not all of the price 
rises are due to rising demand in its 
yards — at least 30% of the value of a 
South Korean-built ship is in Japanese- 





supplied equipment with prices of these 
components boosted by the yen’s rise. 
But the prices are still so attractive as to 
offer strong temptation to shipowners 
to ignore worries about overcapacity 
because new ships will probably never 
be cheaper. 

Shipowners and operators face a 
series of problems in all three major sec- 
tors — the container, dry bulk and oil 
trades. 

Large companies such as the Tung 
group can expect to achieve economies 
of scale and to aim their services at 
particular niches of the container mar- 
ket in which rates are highest, and by of- 
fering fast, high-quality service. Smaller 
companies may find themselves 
squeezed into less-profitable, shorter 
services with less efficient end-points, 
thus working for lower freight rates and 
with their ships losing more revenue- 
earning time in ports. 


i the dry-bulk trades, Michael 
Sclar, vice-president of analysts Tem- 
ple, Barker and Sloane told the Seatrade 
conference: “The trend away from tradi- 





South Korean shipbuilding: restraint urged. 


tional maritime nation registries has 
placed enormous pressure on the cost 
side of bulk shipping, and thus has 
amplified the already severe rate impact 
resulting from overtonnaging." He added 
that the manning cost of a Hongkong or 
China-registered bulk carrier was about 
US$360,000 a year, less than halfthe cost 
of a British-registered vessel. 

He also emphasised a point made by 
Slater that changing world production 
and consumption patterns — increasing 
self-sufficiency in developing nations’ 
grain production, industrialisation in 
developing nations cutting growth in 
traffic in raw materials previously pro- 
cessed offshore and lack of growth in 
developed nations’ imports and exports 
— were cutting growth requirements for 
bulk trades. 


in 1990, which in turn should bring an- 
increase in rates. 


| tanker sector offers the main chance for. ak 


Sclar ffered a cautious forecast of | | 
moderate acceleration in demand for | a 
dry-bulk shipping to 1990, with i increas- - 
ing use of coal as the driving force. Dry 
bulkship supply of 216 million dead- -H 
weight tons (dwt) in 1985 was V | | 
to reach 226 million dwt in 1987, after — 
which it should decline with the removal . 
of older ships. This would lift ship utili- - 
sation from about 72% in 1987 to 85% — 


i 
| 
" 
dec 
DX. 
FR : 









But he warned that his growth | 
scenario depends on owners not order- |. 
ing new ships at the slightest sign of a | 
market upturn, and concluded that if | 
owners did not exercise self-restraint - 
then the industry is “perched on another — E 
precipice of overbuilding . . r 

The oil trades may once again be fac- B 
ing the doldrums after a flurry of in- j: 
creased rates and ships being brought 4 -É 
out of layup ia mid-summer. | 

In the October/November issue of - 
Seatrade Business Review, one mme 
put surplus capacity of tankers of all | | 
sizes at 82 million dwt. 

While some observers believe the - 


tional Association of- Independent - 
Tanker Owners warned its members in | _ 
November: “The significant but short- _ = 
term improvements in tanker rates this | 
summer brought a threat to longer-term | - 
improvements." It also warned that Te 
while the summer “mini-boom” of i 
about 10.4 million dwt in orders for new — 
tankers of more than 60,000 dwt was | 
aimed at fleet needs for the 1990s, the - í 
upsurge in second-hand values and the |. 
reduction in scrapped tonnage could | 
presage problems. = 

The Unctad conference in Geneva | | 
was told that surplus tonnage in all sec- . IE 
tors reached 161.8 million dwt or 24. 3% - 
of the world's merchant fleet in 1985. 
Various analysts have urged centralised — 
schemes to promote ship-scrapping, - 
with one arguing that such a scheme |. 
could be financed by banks for about | - 
US$3 billion to reduce the world fleet by 
20% , which would be money well spent 
if it avoided a loss predicted at US 
billion. 

However, as one banker told tlie: | 
REVIEW, these figures and reports of |. 
losses and misjudgments obscure the | 
fact that not all shipping companies are | — 
losing money. In his judgment, there is | 
room for the small operator to make | - 
money, while it is the larger companies | | 
which will continue to suffer. 1E 

Given the free-enterprise nature of — 
shipping, the banker felt that asking for | - 
coordinated action would be like asking | — 
a rabbit to ensure the safety of a lettuce. | | 
And he feared that in two to three years, | - 
when bankers handling shipping loan | - 
portfolios move on to more senior jobs, | - 
they may be replaced by young hopefuls | e 
out to make their mark — thus raising | - 
the prospect of sce industry crisis. E] | 
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| Power to the debtor 


| The Philippines plays a waiting game with cred tors 


n 
d 4 E Jose Galang in Manila 

"I"he Philippines may have to declare 
| a unilateral standstill on repayments 
li of certain loans falling due from 1 
- January 1987 if it fails to work out by the 
. end of this year an agreement over the 
|| rescheduling of debts payable until 1992. 
| The previous 12 extensions of a 90-day 
| moratorium declared in October 1983 
| were effected with the unanimous agree- 
| ment of the Advisory Committee on the 

. Philippines — made up of the Philip- 
pines’ main commercial bank lenders. 
_ If agreement with creditors cannot 
be reached by negotiatione Manila may 
take it upon itself to decide which loans 
$t will repay. Talks between Manila 
. negotiators and the advisory committee 
in New York in early November were 
i suspended after failing to reach agree- 
|| menton basic terms. 
| “If by 1 January we have not come to 
ae a bilateral agreement on the reschedul- 
ing of maturities, we either pay or not 
E maturities that fall due,” Central 
ank of the Philippines governor Jose 
Fernandez has declared. “We are not 
contemplating making payments that 
= are not provided for in our balance- of- 
| payments projects with the [IMF].” 

The Philippines is trying to rise from 
a general economic slowdown that had 
cut gross national product by a total of 

12.5% from 1984 to end-September 
_| 1986. An economic rescue programme 
-| supported by an IMF credit package of 
al 422 million special drawing rights 
| (US$505.8 million) allows the Philip- 
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pine Government to incur a budget def- 
icit this year of up to 4.4% of the year’s 
_ GNP, estimated to result in economic 
Bun of 0.5-0.9% in real terms. This 
| expansion i is programmed to accelerate 
to 6.5% a year in the period to 1992. 
K ; To help in that effort, the Philippines 
E . is seeking easier repayment terms from 
| its creditors. The country has total 
. | foreign debts of US$26.5 billion, of 
-| which some US$14.5 billion is owed to 
| commercial banks. At the New York 
. negotiations, the Philippines and the 
committee failed to agree on interest 
rates that will be applied on the re- 
-| scheduling of US$3.6 billion worth of 
d loans due between 1987 and 1992. 
The Philippines, taking a cue from 
| very attractive terms that Mexico had 
| just won from its own creditors, had 
f | sought an interest rate of 0.625 of a per- 
.| centage point above the London inter- 
.| bank offered rate (Libor) and payments 
.| spread over 20 years, including.a seven- 
_| year grace period. The banks, however, 
| held out for a spread of 1.375 points 
| over Libor, a repayment period of 20 
| years and a four-year grace period. 





Finance Minister Jaime Ongpin, 
who heads the Philippine negotiating 
panel, says that with the exception of 
one bank (later identified by others as 
Citibank), the committee members 
tended to favour the Philippines’ re- 


. quest. However, because the commit- 


tee needs unaaimity to make a decision, 
there was a deadlock. The talks were 
suspended on 8 November. Ongpin says 
“we are still Fopeful" that the talks will 
resume before the year end. 

It is generelly believed that Citibank, 
which accoun:s for 12% of the country's 
commercial debts, does not want to 
make the terms granted to Mexico a 
precedent fo- other borrowers. After 
the Philippines, Citibank is slated to 
hold talks w th other borrower-coun- 
tries in Latin America. If the terms 





Ongpin: "still hopeful.’ 


given Mexico were to be duplicated by 
other borrowers, Citibank officers will 
have a lot of explaining to do to the bank 
stockholders, Manila-based bankers 
say. Citibank has remained silent. 


he Philippines pays US$80 million 
for every point above Libor. As such, 


the difference of 0.75 of a point between 


the government's request and the cred- 
itor-banks' rate would mean extra pay- 
ments of US$50 million a year. Without 
debt rescheduling, payments over the 
six years to 1992 are estimated to reach 
US$21 billiom, requiring net transfers 
overseas of US$14 billion, according 
to Economic Planning Minister Solita 
Monsod. The government is aiming to 
halve those transfers, to approximate 
the total fore gn assistance it expects to 
receive in the same period. 

For the t me being the Philippine 
Government can afford to sit out the im- 
passe in the talks with the banks, ac- 
cording to most government officials. 
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International reserves in mid- 
November stood at some US$2.04 bil- 
lion, equivalent to more than three 
months' imports. The government also 
expects to secure a last tranche of 
US$350 million of the new-money facil- 
ity that the banks granted in early 1985 
but which was suspended shortly after 
the change in government in February. 

A trade facility of US$3 billion from 
the banks, however, is another matter. 
The facility, of which only half has been 
used (mainly by importers), is due to ex- 
pire at the end of this year. The Philip- 
pine Government now wants about a 
third of that facility to be converted into 
a long-term loan. The banks are not 
keen on the proposal, however. To en- 
sure that there is something in place 
when the facility expires, the Philip- 
pines may have to seek separate negoti- 
ations from the restructuring talks. 

Manila is also seeking sizeable 
growth-contingency financing from the 
World Bank and the IMF — their ini- 
tial reaction was not encouraging. The 
mechanism is proposed to co-finance 
commercial-bank lendings. A Worla 
Bank board meeting on 16 December is 
expected to take up the bank's position 
on the concept. It is possible that the 
meeting may lead to an evaluation of 
the Philippine petition for such conti- 
gency assistance, Philippine officials 
say. 

While the talks with the commercial 
banks remain suspended, the Philip- 
pines awaits formal World Bank ap- 
proval of a US$300 million economic- 
recovery loan by year-end. Discussions 
between the bank and Manila are expect- 
ed to be wrapped up on 3 December. 

The conditions imposed by the 
World Bank for the economic-recovery 
loan are similar to those asked by the 
IMF for the rescue programme. How- 
ever, the World Bank facility is not de- 


:| pendent on formalisation of a debt-re- 


scheduling agreement with the commer- 
cial banks. 

The Philippines will seek co-financ 
ing of the World Bank loan from the Ex- 
port-Import Bank of Japan. Initial dis- 
cussions on the co-financing proposal, 
during President Corazon Aquino’s 
visit to Tokyo on 10-13 November, 
yielded encouraging signs. The Japan 
Eximbank is being asked also to talk to 
the Asian Development Bank on ex- 
tending similar co-financing for the 
same programme. 

Aquino returned from Tokyo with a 
new commodity loan of ¥33 billion 
(US$195.1 million) from the Overseas 
Economic Cooperation Fund. Another 
¥40 billion was assured by the Japan 
Eximbank for a coal-fired power plant 
in Batangas province. Aquino reported 
having received pledges of financial as- 
sistance for various Philippine program- 
mes, but generally the harvest was way 
off the expected formalisation of US$1.6 
billion worth of various credits antici- 
pated atthe beginning of her trip. ‘gy 











SQUARE DEAL 


You can count on the Square when it comes to getting more for your money. 
We charge rent only on space you use. So you don't have to pay 
for public areas like lifts, washrooms or fire stairwells. 
Our windows are double-glazed, saving you money on heating 
and air-conditioning. 

The energy-efficient lighting system keeps electricity costs down. 
Shared communication resources reduce your capital expenditure. 
Fitting-out costs are minimized by adjustable steel ceilings with integrated lighting 
and air-conditioning ducts. 

And our unique underfloor trunking makes it unnecessary 
to install costly raised flooring. 

So if you’re after a deal, may we show you the Square? 


Please call Jonathan Petit or Christopher Chan at Hongkong Land Property 
(tel: 5-8428288, telex: HX75102) 
or Jeremy Stewardson at Jones Lang Wootton (tel: 5-217171, telex: HX 74247). 
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ometime, somewhere, 4s 
we shall meet. 3 
It is chance, or ordained 3 
at the dawn of time? E 





At China Airlines, because we believe that 
our meeting is predestined, you’ll find a 
subtle difference in the way we serve you. 
As well as being highly efficient, our service 

is genuinely warm and friendly. 

Once you settle aboard one of our modern, ~ 
wide bodied jets, you can 
relax in the knowledge that 
our staff will turn your 
flight into an event never 
to forget. : 
After all, destiny is not to  * * ñ zaa 
be taken lightly. CHINA AIRLINES 





WE TREASURE EACH ENCOUNTER. - 


Amsterdam* Anchorage *BangkokeDhahraneFukuokaeHong Kong*Honolulu* 
JakartaeKaohsiungeKuala LumpureLos AngeleseManilaeNew YorkeOkinawa* — — 
San Francisco*SeouleSingapore*Taipeie Tokyo - A 
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MINOLTA 





The Minolta Autofocus SLR that’s 
always ready for action. 


Great action photographs don't wait for you. You must respond to them at the 
height of action, often unexpectedly. The Minolta 7000 lets you do just that with 
astonishing ease. With its incredibly fast, precise autofocus system. 
Automatic Multi-Program Selection that makes all exposure decisions for 

—. you. And the world’s largest selection of autofocus lenses, 18 in all 

. from 16mm to 600mm. The Minolta 7000 Hi-Tech Autofocus SLR. 

It opens new doors of creative flexibility. 
And lets you capture all the action coming fhe HiTech Autofocus SLR 
your way. 
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Minolta Camera Co., Ltd., 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Oseka 541, Japan. 
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CERTAINLY, MADAM. 
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Banca Confia, Bancr 4I PUT YOU THROUGH T0 OUR 
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MD 110. 
The exchange that brings you closer. 





It may surprise you, but now you transmission and, of course, net- 

can connect every part of your working. Às well as making light 
business with the same, efficient work of all conventional exchang: 
communications system. Shrinking functions. | 


C hate carrier pigeons. 

CJ] Please send me full information on 
Data Switching with the MDO. 
CG Please send me information about 

other Ericsson telecoms products. 


tions. Even when the buildings are T OMS has taken a long time to call. 
far apart. Enquiries can be for- (110 years in fact) but then the Us eee Dia suele 


warded where they belong without MD110 is going to define the state 


the caller redialling, and operators of the art for a pretty long while. pd 


. ean even monitor remote exten- 50 why not find out more about TELEPHONE 0 
sions. And as your business grows, what you should be expecting from ADDRESS ^ oom 
the system grows with it. your exchange, and about how the eRe E 


With our MD110 digital exchange Ericsson MD110 can help you, by 
(PABX if you'd rather be technical) clipping the eoupon today or by 
you can do things with your tele- phoning us. 


LM Ericsson International AB 
TCB Building 

921 Bukit Timah Road 
Singapore 2158 


[|  . 1 


phone system you'd never have Of course, you could always dap OE ee ee eee ee 
believed possible. Including data breed carrier pigeons instead. 
For 110 years Eriesson has been a dynamic force in telecommuniecations, Ericsson Information Systems products span 





iele- and data communications, personal computers and business systems. 
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- AUSTRALIA (03) 309 2244, AUSTRIA (0222) 8501, BELGIUM (02) 243 8211, DENMARK i021 84 3366, FINLAND (901 28981, 
IMA FEDERAL REPUBLIC (0211) 6109-0, GREAT BRITAIN (0403) 64166, HONG KONG & MACAO (5) 82 88111, INDONESIA (021) 79 5005, IRELAND iO) 75 3093, 
12 MALAYSIA (03) 559 1821, MADURAS (01812) 9911, NORWAY (02) 84 3060, PORTUGAL (1) 218 6503, PRC (HONG KC ING) GT 3 6640, SAUDI ARABIA (01) 478 5800, 
SINGAPORE 7 7 5588, SPAIN (91) 687 6000, SWEDEN (08) 742 40 00, TH AILAND (02) 2533 3333. Uoc niti ce uum 










Registered Model 


IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS. 





OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
IN THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 
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Hello... anyone there? 


Burma seeks foreign help to upgrade its telephone system 


By A Correspondent in Rangoon 


urma, one of the region's most 

backward countries in terms of 
communications facilities, is planning to 
launch a major telecommunications ex- 
pansion programme which will more 
than double the number of telephone 
lines throughout the country by the 
early 1990s, and give the country a com- 
munications network on a par with its 
more advanced neighbours, such as 
Thailand and Indonesia. 

The US$120 million project, known 
as the Third Telecommunications 
Development Plan, will require large 
foreign financial support in the form of 
direct aid, suppliers’ credits and 


- f9reign-government export credits. A 


roject feasibility study nearing com- 
pletion by International Telecommuni- 
cations Union consultants will help de- 
termine whether the World Bank de- 
cides to support the project through an 
anticipated US$25 million loan towards 
imported equipment costs. 

The project comes at a time when 
Burma's Ministry of Planning and Fi- 
nance is trying to set up the country's 
first major computer network in Ran- 
goon. It will use the public telephone 
network for data transmission between 


. government departments and the main 


a 


computer in the Central Statistical Of- 
fice. Generally suspicious of new tech- 
nology, Burma’s leaders appear to have 
been persuaded that without modern 
communications and data-processing 
facilities; the country cannot hope to 
achieve any substantial progress. 
owever, observers in Rangoon 
development’ of a modern 
tions system will not be sim- 


war 
communi 
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ple given Burma's lack of technical-sup- 
port manpower and a shortage of 
foreign exchange to buy spare parts. 

“Burma has engineers and techni- 
cians who can operate the new equip- 
ment, but I wonder if they have the peo- 
ple who can service it," said one dip- 
lomat. *Normally foreign companies 
supply equipment and spares. But when 
the spares are used, Burma does not 
have money to buy new spare parts." 

At present around 53,000 telephones 
are installed throughout Burma con- 
nected to 210 telephone exchanges, all 
manually operated apart from the au- 
tomatic exchanges in Rangoon and 15 
major towns. About 27,500 telephones 
are installed in Rangoon. 

With a population of 37 million peo- 
ple, Burma's nationwide telephone 
density is 1.3 telephones/1,000 people, 
low compared with many other coun- 
tries in the region. Indonesia, with a 
population of 160 million people, has an 
overall telephone density of 4 tele- 
phones/1,000 people, while in the 
Philippines, the telephone density is 
close to 20 telephones/1,000 people. 


I: it goes ahead, the telecommunica- 
tions project will, between fiscal 1987- 
88 and 1991-92, involve the installation 
of 66,000 telephone lines throughout 
the country and an increase of telex ser- 
vices. By the end of the scheme 83 addi- 
tional townships will be added to the na- 
tional network, and the number of in- 
stalled lines will rise to 119,000. 

Tn addition, the project entails install- 
ing two new automatic exchanges and 
extending the microwave network to 


parts of upper Burma. The Department 
of Posts and Telecommunications in- 
tends to install a microwave system link- 
ing Mandalay with Lashio, Haka and 
Myitkyina, and Taunggyi with Loikaw. 
Other plans call for converting existing 
microwave links to double circuit. 
International links will also be 
strengthened. A new international digi- 
tal exchange will be built along with a 


Standard A earth station, financed by 


Japan with a ¥3.4 billion (US$21.1 mil- 
lion) soft loan repayable over 30 years at 
a 2.75% interest rate. 

This will be Burma's second earth 
station. The first, an old Standard B 
type earth station, like Standard A a 
dish antenna but much smaller in size 
and capacity, was installed in the mid- 
1970s. When commissioned the new sta- 
tion will be for daily use while the old 
station will be kept for reserve use. 
Tenders for international bids are expect- 
ed to be issued by the end of the year. 

Help with meeting future manpower 
d recae: is being provided through 
a three-year training programme set up 
by the United Nations Development 
Programme in 1985. The US$1.8 mil- 
lion scheme provides training for Bur- 
mese technicians on digital and other 
modern equipment. 

But while Burma needs advanced 
countries’ technology, some observers 
believe Burmese telecommunications 
managers can learn more from neigh- 
bouring Asian countries in how to use 
and maintain the technology than they 
can from the industrialised world. 

“The West cannot always provide all 
the answers,” commented a foreign 
technician. “Now the Burmese are com- 
ing to realise that specific problems 
occur for developing countries and that 
India or Nepal may have more to teach 
them sometimes. For example, the cli- 
mate in Burma creates problems for 
equipment which are not the same as in 
Europe. However, there will need to be 
continuous foreign technical involve- 
ment in Burma. This is the crunch.” 

Burma will be looking to the Interna- 
tional Development Association, the 
World Bank’s soft-loan window, for 
project funding, but the Netherlands, 
Japan and the Asian Development 
Bank are also expected to provide im- 
portant financial support for the pro- 
ject. Japan has already provided grant 
aid to help with the expansion of tele- 
phone services. In October 1985 Japan- 
ese aid was used to replace "E ean in 
Rangoon after fire destroyed one of two 
2,000-circuit mobile telephone ex- 
changes originally supplied by Japan 10 
years ago. 

Fortunately for the cash-strapped 
Burmese, the fire-damaged exchange 
served suburbs in the north of Rangoon 
where a large number of Japanese ex- 
patriates live with their families. At the 
request of the Burmese Government 
Japan supplied a new 3,500-circuit 
mobile exchange. Oo 
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Bruce Roscoe in Tokyo 


[hen executives of big Japanese 
: ompanies meet over sake and 
yaki to carve up new commercial 
ritory among their respective busi- 
jS groupings, there is no. question 
jho sits: next to the toko no ma, 
alcove serving as an ornamental 
ess in. traditional Japanese tatami 


s the man from the electric power 
/. A captain of industry, he 
ts down in front of the toko no ma's 
ve wall-hanging or tea set; thus 
blishing the corposate pecking 
lose of lesser importance are 
i nearer the door. 
though this practice continues un- 
d, the sort of thinking it embodies 
ng under attack these - 
t. Tokyo Electric 
oO. diro Senior 
nt at a want 








0 “electricity 
pliers, but salesmen as 
l For the world’ S | larg- 


É power company; with 
000-odd staff and annual 
s of ¥4.1 trillion 
$25. 5 billion), that will 
uire a radical turnaround 


But. attitudes 
ist. Tepco staff have been 
ld to wear out more shoe 
ather, be more responsive 
the needs of industrial and 
ividual. consumers, and 
>, in a word, nicer. 

That contrasts boldly with the pub- 
"s image of Tepco men as stuffy elitists 
who, if not born with a silver spoon in 
their mouth, probably die with several 
n the hand. Tepco is a company the 
rofits of which are guaranteed by gov- 
rnment-set tariffs for electricity, and 
has succeeded marvellously at turn- 
g a deaf ear to consumer protests at 
ts refusal to return a share of pro- 
‘its to users in the form of lower power. 
rates, 

Tepco does very well. It posted after- 
x profits of 7129.8 billion in fiscal 
: (ended 31 March 1986), about 
up on the ¥58 billion for fiscal 
. Yet kilowatt-hours of electricity 
1985, at 165 billion, represent 
wth of only: about 22% over the 136 
n kWh sold in 1981. And that was 
ore the company's triple windfall 
eap oil, a high yen, low’ interest 
tes) began to take effects: 











pled with. 





‘hanks to the oil-price callapse; & 
the. yen's i revaluation ew 





kyo Electric set to become Japan’ S top: earner 


which has brought the cost of imported 
coal down censiderably — and thanks 


also to successive cuts in Japan's official. 


discount rate (charged by the central 
bank to commercial banks) to the cur- 


rént 3%, Tepco's 1986 pre-tax profit in. 


the half-year to 30 September was fore- 
cast to reach ¥260 billion, assuming an 
exchange rate of US$1: 3:210. With the 
yen now Hovering at US$1:3164, pie: 
fits will be that much larger. ^ 

. When the yen rises in value by one 


point against the US dollar (in which. 


Tepco's raw-materials are priced), the 
company adcs ¥4 billion to its pre-tax 
profit. And when the cif barrel price of 
crude oil falls by US$1, Tepco adds 
another Y37 billion. A: single percent- 


THE EXTENDED FAMILY 


(Shareholding in related companies al 31 March 1986) | 


Par 
Value 
(* million) 


No. of 
shares 
{1,000} 


REVIEWTABLES by Flicky Hui 


age-point drop in short-term inter- 
est rates produces a ¥4 billion wind- 


fall. 


he Ministry of International Trade 

and Indus-ry (Miti), which sets elec- 
tricity rates n consultation with the 
power companies, in May advised the 
nine regional power companies to re- 
turn a total of ¥1 trillion to users 
by reducing charges between June 1986 
and March 1987. For Tepco, the con- 
sumer rebate amounts to ¥336.9 bil- 
lion, representing about 70% of profits 
from the windfall. 

But actually the amount returned to 
consumers wil be much less in terms of 
a percentage Df profits because the re- 


|, duced electricity charges were calcu- 


lated on the assumption that the yen- 
— — 
A bit of alchemy: page 72 
Demons of tomorrow: page 73 
n Rae reson 
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in a Hes to supply all of the electricit 





Tua yen, pesi set Cae 
that, using Miti guidelines, the power 








rn only about 30% 


of currency and oil-price gains to users. 
This, according to one estimate, will 
total X978.4 billion, or approximately 


eis for every man, woman S bbs child 





some of its ae customers to seek aker 
native energy sources. The most 
threatening is the cogeneration of heat 
and electricity by gas companies. Tokyo 
Gas is on the move. It turned 100 last 
year and no longer wishes to operate | 
under Tepco's umbrella. It has success- 
fully courted Yokohama, for instance 


for that city's 21st century 
1, Port Vision office complex: 

| Other gas suppliers are join- 
"ng with engineering com- 

“panies to supply power to 
factories and buildings. 

. One advantage such 
| suppliers. have is that elec- 
= tricity companies are ob- 
" liged to buy their surplus 
¿= power, for redistribution on 

regional grids. © 
5^ Competition from gas 
. companies and declining in- 

dustrial power demand has 
prompted Tepco to pus up 
its socks. 

The fall-off in consump- 
. tion by industrial users such 
| as car factories and steel 
"mills is worrying Tepco. The 
"high yen has pushed car- 
makers and many manufacturers over ^ 
seas in search of cheaper materials anc 
labour, and TV documentaries on this: 
“hollowing” of Japan — an unthinka- 


% of 
totai 


equity 
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ble theme a year ago — make the point 


that the shift is likely to be permanent. 
Yet no amount of sock-pulling is 
likely to compensate for this fundamen- 
tal reduction in demand for electricity. 
Tepco manágement acknowledge the 
short-term nature of cheap-oil, high- 
yen profits. In fact, the company is de- 
liberately reducing its dependence on 
oil because of its political volatility, in 
favour of more nuclear-power generat- 


ing capacity. What management seems- 


less inclined to believe is that the high | 
yen will effect a restructuring of indus- 
try that is so dramatic as to seriously cur- 
tail industrial power usage. The pros- 
pect is worrying some diversification- 
minded staff, though the complacency 
of others suggests that the yen’s reva ua- |. 
tion has been too rapid for g-t am j 
pionning t to abe turned around] =- 








. major industrial countries, 















| use in some industries from April-Sep- 


| ferrous metal 
| appliance manufacturers, and 
makers of electrical. equip- 
. ment 
> word processors. 


. pany's decision as a matter of 
| policy to lessen its depen- 
| dence on oil. Tepco's oil im- 

. ports, mostly from Indonesia, 


| lion kl in fiscal 1985) ac- 
counted for- 4% of Japan's 
etat oil imports. 





Electricity in Japan, as in other 
is not a 
growth industry. Electricity demand 
this year has actually recorded negative 
growth in some Japanese prefectures, 
such as Shizuoka (reflecting a fall-off in 
paper and pulp production) and Ibaraki 
(whose subcontracting manufacturers 
are getting fewer orders from Tokyo). 
Japan's power companies have esti- 
mated electricity demand will grow at 
an annual average of 2.596 from 1986- 
95, The forecast from 1995-2030 is for 
growth of 1.296. This contrasts with 
growth of 4.396 for 1985. While not as 
severe as the negative growth of 5.7% 
and 1.1%. registered in the oil-shock 


L died of 1974 and 1979, the slowdown 


d from 1986 onwards nonethe- 
presents the biggest reversal in 
aC since those years. 





-) cflecting the impact of the high yen 
on exports, the fall-off in electricity 


ember this year is striking. Steelmak- 


rs’ demand fell 6:196; the chemicals in- 
deed 8%; carmakers, 2.1%, and the 


pulp and paper sector 4.195. 

e only industrial users to in- 
crease consumption were non- 
and home- 








“such as facsimiles and 
Tepco’s oil suppliers will 


be hurt as a result of this de- 
cline, and also by the com- 


China, and Brunei. (9 mil- 





Purchases of liquefied na- 


| tural gas (LNG) on the other 


“and are not expected to suffer in the 
dium term. Tepco in 1969 became 


| the world's first power company to gen- 


erate electricity from LNG, then using 
sulphur-free product from Alaska, and 
since increasing its range of suppliers to 
include Brunei in 1973, the United Arab 


.. Emirates in 1977, Malaysia i in 1983 and 
- Indonesia in 1984. Australia will be 
| next. Company policy is to increase the 
weight of both nuclear and LNG fuel to 

| fill the gap left by oil. 


Apart from buying more LNG, 


- Tepco is also scouring the globe for 


* 


uranium ore, now supplied chiefly by 
Canada, Niger, South Africa (quietly 
purchased through a British mining 


company), with some coming from Aus- 







ina is emerging as the most prom- 

w supplier of uranium ore, 
sibility study of Chinese re- 
conducted jointly by Peking 
been slow to get off the 












completed by Japan's Uranium Re- 
sources Development Committee, rep- 
resenting Tepco and other users. This 
study, according to Jiro Kuramochi, 
Tepco's nuclear-fuels department gen- 
eral manager, concluded that uranium 
mining in Hebei province was econo- 
mic. Tepco was expecting a green light 
from China when Peking officials were 
in Tokyo for government-level talks in 
June but the subject was deferred. 

Tepco's uranium ore or yellow-cake 
is shipped from supplying countries to 
the US and Europe for enrichment by 
the US Department of Energy, and 
French companies Eurodiff and 
Cogema. Tepco is spearheading an in- 
dustry drive to build nuclear-fuel repro- 
cessing and enrichment plants that will 
enable Japan to complete the nuclear- 
fuel cycle, making possible the indepen- 
dent production of uranium = and 
plutonium from spent nuclear fuel. 
Kuramochi says Japan will be enriching 
uranium ore on a commercial basis in 
1991, and reprocessing spent fuel by 
1993, 

Meanwhile, the company is striving 


POWERFUL PORTFOLIO 
(Tokyo Electric's securities 
holdings at 31 March 1966} 
| Par value 


Shares } 
{000} 


{Y million} 


not specitied 123,166 


Source: Tokyo Electric Power Co. 





to diversify | business. The biggest break 
away from electricity supply is to the 
telecommunications industry, where 
Tepco is using its power transmission 
lines to support data networks. If this 
project fails, Tepco is at least assured of 
restoring some Income growth by leas- 
ing its power-line facilities to new tele- 
communications companies which. can 
make the business succeed. Tepco may 
do both. 

But most of the company's diversifi- | 
cation is occurring in energy-related 
fields. It created two new project teams 


in 1985 for new residential and indus- | 


trial energy systems, These will follow 
up projects such as Hikarigaoka Park 
Town, a condominium. complex of 
12, 000 households on the Tokyo- 
Saitama border, which is heated and 


cooled by a system using heat pumps to | 


collect waste heat from an incinerator 
plant and underground transmission 
lines. 


In Tepco's own plan for the 21st cen- : 
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for Tepco? 


A giant looks for more i 
roomtogrow 


b 1878 at Tokyo's now-defunct 
dustrial rue m lecti P 













































power X edic. Four years. P 
Tokyo Electric Light Co. (TEL) 3 
founded. To publicise the establis i 
of this precursor of what a ce 
later would be a world giant cap 
gener 37 billion watts of po 
year, TEL lit up a single, : 
light above a Ginza shop in Nov 
“1882. | 
TEL went into business in 
and within five years had demon 
an electric train at Ueno Pa 
“supplied electricity for an : 
— its first commercial. power uppl 
_ contract — to a building in dos 
Asakusa. - u 
The War Ministry commande el 
the. nation’s | power-generation. fa 
-Hties in. 1938 and put. 
under the cont o 


the nine diii dal 
created in me were 


tic, privately piis gem | 
i s — where . A. ride had : 


| | power company, pare 
% of Japan’s total power gen 
It operates 10 nuclear plants, m: 
the world's biggest privately owne 
clear-power generating company. 
nant-coat 


pricing policy, the com any 
largely as it sees fit. Pocket agers 
car telephones are just two items on 
lengthy list of product launches. ' ep 
appears freer than its fore 'eign cousins 
diversify tó meet the needs of an 
creasingly service-oriented econom 
and even to promote the sale of electri 
ity. 
Both freedoms seem set to fatten 
giant’s belly at a time when other « 
world's major utilities, such as El 
cité de France, Ontario Hydro an 
counterparts, are fretting over com 
tive energy sources, and feeling the p r 
lic fall-out from the Chernobyl nuci 
power plant accident in April. As arep- 
resentative of the Association of G 
man Electric Power Companies admi 
ted in Tokyo in October: *Efforts to i 
crease electricity sales by intensifie« 
publicity and the use of new market 
ing strategies would meet with publi 
disapproval at the moment.” 
— Bruce Roscoe 
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world’s bigges: power company is doing. 


-transmission lines through the net- 


nearly all major. Japanese: com- 
“panies and municipalities flout one of 
these), the cverriding emphasis is not, 
however, on new business lines but sim- 
ply on- sales. In fact, from manage- | its ranks. Tepco president. Sho Nasu 
ment's viewpoint, the most awaited | spends a good deal of time public- 


| absorb. Bing p 
| 

spinoff of the company’s push into tele- | ly countering such allegations, argu- 
| 
| 
| 
| 


pan National Railways: workers into 








communications is the nurturing of a | ing that the company is changing i in at- 
competitive spirit among staff. Sud- | titude and character. 
denly the need is felt to promote the sale | That is probably so, even if Nasü 
of electricity. | exaggerates a little. The change, how- 

In April, for example, Tepco un- ever, has not filtered through to the 
veiled La Belle View 21, an all-electric company's financial management, 
housing exhibition sitein Tokyo. Itisan whose rule is conservatism at all costs. 
attempt to impress upon consumers the | | 
beauty of a "21st-century all-electric | 
lifestyle," as a company brochure puts 
it. Tepco is tz king the sales campaign to 
farmers, too offering heat pumps for 
the hydropoaic cultivation of vegeta- 
bles, and even to small vineyards, such 
as Shirayuri Jozo in the sunny prefec- 
ture of Yamanashi, which recently in- 
stalled a Tepco-developed, cost-saving 
fermentation plant. 

Tepco is conducting such alternative 
business mos ly through a string of new 


| Fem investors — and borrowers — 
f 
| 
| 
subsidiary companies; Miti does not let | 
| 


are wondering aloud what Tepco 


nance department director, replies that 
most of it is deposited with Japanese 
banks, soon to be withdrawn for capital 
and operating expenditure. This fiscal 
year Tepco is meeting about 93% of its 


vestment (mostly for nuclear-power sta- 
tions) from internal funds. 
Tepco customarily taps Japanese 
and some foreign banks in Tokyo for the 
: remainder but recently has found it can 
raise cheaper funds overseas. Domestic 
bond issues are. unattractive because of 
cumbersome. issuing procedures, and 
Japanese banks' prime-lending rate of 
6-6.4% is not competitive with 
Euromarket finance. The company 
raised Dm 350 million (US$173 million) 
in straight bond issues in West Germany 
in 1969-70, all of which have been re- 


any of the power companies engage di- 
rectly in business other than producing 
and selling e ectricity. Its newest sub- 
sidiary is Tocen Software, owned 80% | 
by Tepco and set up in June. There will 
be others. 

But the extent to which such diver- 
sification’ wil. improve Tepco's long- 
term. prospects is a moot point: Pes- 
simists argue that Tepco does not have 
the dynanism inherent in óther, more 
market-oriented companies to. pull off | deemed, and SFr 1.17 billion (US$691 
the transition to a broader-based busi- | million) in the Swiss bond market in 
ness group. Critics allege it is bureau- | 1982-85. Similarly, in 1984-85 Id 





E PRENNENT MESH NR ORI hs og TOE ee Fa REDE 


A bit of alchemy - à 


Tepco turns its electricity net into a telecoms web- 


TTNet, with paidin. capital of ¥4 bil 
lion (Tepco, ¥2 bilion; Mitsui, ¥1 bil 


t is somethmg power companies all 
over the world could do, and the 


Pylons are in place, and overhead and 
underground Enes are feeding electricity 
into homes, office buildings and fac- 
tories. Match these with a set of data 


the telecommunications arena on | 
November with four clients wired up 
that day. By the end ofthe month, it was 
supplying private circuits for high-speed 
facsimile and other data transmission to 
lÜcompanies. |. 

By March 1987, predicts. Nobuya 
Minami, Tepco's planning department 
cover the whole of the Kanto region, a | general manager, 20-30 companies will 
39,000-km? arza embracing Tokyo and | be signed up. Projected first-year sales 


| 
f 
| 
| 
i 
work, and suddenly the power company 
eight.surrouncing prefectures, and ser- | of ¥1 billion are forecast to grow to ¥10 


turns into a tekecommunications giant. 
lepco's power transmission lines 


vice 19 millior. customers. As if simply | billion in three years. “We cannot sur- 
taking a leaf of tracing paper from a | vive by electricity sales alone," Minami 
child's book end duplicating this net- | says, emphasising the need for Tepco to 
work, Tepco has built a telecommunica- | diversify into other business avenues as 
tions web with optical-fibre cables link- | well as telecommunications. 
ing 10 digital switching stations and 100 Even if the three-year telecommuni- 
transmission terminals. cations sales target is reached, * 10 bil- 
‘Tepco, jointly with traders Mit- | lion will represent less than 0. 3% of rev- 
subishi Corp. end Mitsui and Co., set up enue from electricity sales in the vear 
Tokyo Teleccmmunications Network | to 31 March 1986. 
other business | 
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dubbed: TTNet, on 7. Eu es such 









plans. to do with its surplus cash. 
Shunichi Kato, the accounting and fi- 


* 1.1 trillion spending on equipment in-_ 


à» En 


lion; Mitsubishi, ¥1 billion), entered: 
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million in 1 Eurodollar 


US$2 
| bonds, hedged with a yen currency 
Swap. | 


In future, Tepco will be venturing 
into international capital markets less 
for funding. One of Kato's ambitions is 
to raise the ratio of internal against bor- 
rowed funds to as near the 100%-mark 
. as possible. Since 1981, the ratio has 
 Stayed above 48%, rising to 56% in 1984 
and to 86% in 1985 , Kato would then 
like to erase all Tepco debt which, com- 
prising bank loans and bond issues, now 
totals around ¥7 trillion. 
Before he achieves that, Tepco may 
issue locally a convertible bond (CB) or 
two. Such is the high regard for Tepco 
shares that Kato believes investors 
| would swarm around a CB with a 
| coupon (nominal ateren rate) as low as 

2%. But Kato is hesitating over the 
| merits of increasing Tepco’s market 
| capitalisation. He believes re has 

enough outstanding shares (1.3 billion 
| since October 1981, with capital stock at 
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| *Financial year to 31 March. 
Source iua tec Power Co. 







| development, 
tems engineering would figure even 
smalle: 





telecommunications, and though ini- 





.. Sers, telephone services for individuals 
are not ruled out as a future expansion 
of TTNet’s business. 

Privatisation of Nippon Telegraph 

and Telephone (NTT) in April 1985 
opened the field for Tepco and others to 
try their hand at telecommunications. 
For Tepco’s purposes, however, the 
|. market has been only partly liberalised. 

| As Tepco cannot trespass on the terri- 
tory of the eight regional power com- 

panies operating outside the Kanto 
area, neither can it sell telecommunica- 
tions services beyond the Kanto border. 

.  'Still, it is this region, spoked from 

the hub of Tokyo, that Tepco believes 

could account for as much as 90% of all 
telecommunications business in Japan 
by the turn of the century. Some inter- 
nal Tepco estimates accordingly put 
TTNet's sales at ¥1 trillion for 1997. By 
- the | ek Net alleys “bre network will 





» But Tepco’s senior manage- 
ment sees strong growth prospects for . 


tially the company's data-transmission. 
ervices. are intended for corporate | 


_GROWTH IN INDUSTRIAL 
ELECTRICITY DEMAND 


een A Hr ater nd cin rbd mr eda frm ge 


[achine (23. 1 76) 
Chemicals 13. 795) 


Pulp and paper (4.9%) 





(Figures in brackets show % of total demand) 
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programming: and sys- j 


- corporate raider's first choice. 


Tzs billion) and does not want to in- | 


crease capitalisation further as it would 
put more pressure on the company’s tax 
burden. 

In accordance with Japanese tax reg- 
ulations, companies must pay tax on di- 
vidends paid to shareholders. Tepco has 
not raised share capital since 1981, 
when 208.1 million shares were issued 
preferentially to “stable” shareholders, 
followed by a public M ign of 5.5 mil- 
lion shares. 

Unlike some of Japan's top manufac- 


turing companies, Tepco does not play 


the stockmarket. Nor does it trade heav- 
ily in Japanese bonds. It owns only 295 
million worth of government, municipal 
and corporate bonds, and these are not 


for trading. Neither is much of Tepco's 


stock. The company's ownership pre- 
sents a classic example of cross-holdings 
by Japanese - financial institutions. 
Banks, trust banks and insurance com- 
panies own 50.69% of Tepco; not the 


Source: Tokyo Electric Power Co. 
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with just 500 km at present. “Tepco itself 


| has channelled head and branch office : 
‘communications through an in-house. 
Optical- -fibre digital network since July 


1985. guo 
| TTNetis competitive. Charges forits 
facsimile, digital and analog circuits 
over distances from 10-240 km are 10- 
30%- cheaper than equivalent services 
offered by NTT. But TTNetis yet to feel 
the full force of competition from other 

new telecommunications start-ups, such 
as Daini Denden, Japan Telecom and 
Teleway Japan, which offer nationwide 
data links facilitated by road and rail 
networks. 

Although doubts among energy 
analysts persist over the eventual im- 
portance of telecommunications as an 
alternative money-spinner for Tepco, 
the Tokyo stockmarket seems to side 
with the optimists. "As far asthe market 
is concerned, Tepco is a telecommuni- 
cations company," says a Tokyo-based 
analyst with Jardine Fleming (Securi- 
ties). He is right. Amid worries over de- 
clining electricity demand, Tepco’s 
share price has risen from a low of 
¥ 1,620 in fiscal 1985 toa high of ¥8,290 
in 1986. 





— Bruce Roscoe | 
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haunt Tepco for its past fat profit : 


something called kei fake Dh. to 
light, thin, short and small — w 
sages revenues of like dimensio 
electricity suppliers. S 
Japan's. home-grown, cost. utti 
processes for reducing electronics 
ponentry to a bare minimum naturally 
result in less demand for electi 
Bruce Johnson, an analyst 
stockbrokers Pines: C apel, predic 
new technologies | y 
per capita power: ‘coribentiptier | 
the board, in the home, the offic 
tribution and the factory." LE on 
with this trend, Johnson says, *por 
ity has driven a very wide range o 
ducts towards battery. operation u 
hs in. VS 
[very large-scale integrated circuits) 
si 

















Part of Tepco’ s diversification dri 
anticipates this threat, now preser 
by eight leading new. materials or pr 
cesses; ` in 
> Smart. power integrated circuii 
These combine power switching, lo 
and memory to cut power consumptior 
in all classes of. electric and elec | 5 


id 


» Inverters. Now widely used i in 
conditioners and other equipmei 


» Flat displays. LCD, plasma, L 
and EL screens need less power. 
» GTO thyristors. These- improv. ^ 


electric rolling stock. 
» SIT. The static induction thyrist ) 
more efficient in ; 

cutting power use by as mu h as 40% 











» Amorphous metals. These achiev 
higher magnetic force with less mat 
rial, making transformers. more. e 
cient. | 
» CMOS. This new ‘integiated cir 
architecture facilitates low-power ope 
ation of computers, communicat 
and consumer products. 
» Solar power. While still more cost | 
than electricity, prices are falling. _ 
All of which presents a double-edge 
turbine for Tepco, since a reduction 


shrinking consumer power requir 
ment. Put simply, smaller material coi 
tent also reduces the manufacturing 
dustry's power demand, asless energy 
used turning materials into products. 

— Bruce Roscoe 
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5 . "Third World debt is not an issue which 
| & has pre-occupied economic planners 


| | in Asia. With the exception of those in 
_| the Philippines, planners have placed 
|| more importance on attacking protec- 
P tionist legislation in developed coun- 
_ | tries. But there are two reasons why this 
| attitude should change in the near fu- 
d ture. 

» First, Asean debt is reaching sub- 
ai stantial levels. In 1984 total public debt 
i . service as a percentage of exports stood 
E 





at 13% in Thailand, 14% in the Philip- 
pines, 7.7% in Malaysia and 14.7% in 
-| Indonesia. While these are far short of 
|p the 26.6% level required of Brazil in the 
| | same year, they are at levels which 
| cause considerable concern among 
PI bankers. The projections for total debt 
| service as a percentage of exports in 
| 1986 are — Malaysia 14%, Indonesia 
-| 34% and the Philippines 70%. These 
- | figures are alarming because they have 
| risen so quickly from manageable 
| levels. 
Ti Secondly, Asean countries have a 
| vested interest in a stable and growing 
— | global economy. This should provide 
_ | the strongest motivation for the deve- 
f: _ lopment of a coherent policy towards an 
_ | amicable solution to the so-called “debt 
| crisis.” Asean has the framework — 
E mon admittedly less effective than it 
be — to enable it to consider po- 
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Li 
| in the fight to retain a'viable interna- 
- | tional trading system. Elsewhere, eco- 
| nomic battle lines are being drawn and 
— | large debtors are testing the mettle of 

the creditor banks. There is a danger 

that complacency on the part of the de- 
. veloped world and desperation on the 
_ | part of the heavily indebted nations will 
_ | result in a major confrontation which no 
| one can win. Asean nations would lose 
heavily in the event of major Western 
| bank collapses. 
To avoid such a confrontation it is 
| necessary to realise that the interna- 
| tional economic system is not a zero- 
_ | sum game — a case of I win and you 
. | lose. The spread of protectionist meas- 
ures and rigid attitudes to debt are 
manifestations of a growing feeling that 
. | such azero-sum applies. This sentiment 
k is not held back by appeals to “effi- 
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— | ciency” and benefits from the market 
. “in the long run.” As Keynes was sup- 
_ | posed to have said, “in the long run we 
.| are all dead." More relevantly, he could 
have quipped, “in the short run there is 
the next election." 

Japan, until recently, provides a 
good example of what can be done when 
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| the way out of debt 


balanced policies operate recognising 
the realities of an imperfect market, 
both at home and abroad. It illustrates 
the use of coherent short-term 
strategies within the context of flexible 
long-range planning. Such planning is 
now necessary on a global scale, but it 
will be necessary to adopt an attitude 
commonly adopted by many Asians — 
an approach which tries to ensure that 
the solution involves a situation where 
everybody gets something out of the 
system. 

"Indebtedness" is only a problem if 
the debt cannot be paid back. In this 
case the old saying applies “If you bor- 
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Klong Toey port: trade liberalisation. 





row a little you’re a debtor, if you bor- 
row a lot you're a partner." Commercial 
banks and the US Congress must real- 
ise that they are now partners with 
developing countries in their strug- 
gle to make their people better off 
(and wealthy enough to pay the banks 
back). 

This will have consequences which 
will affect developed countries. 


Likewise, debtor countries must realise 
that their less-than-efficient allocation 
of borrowec money will have conse- 
quences for the direction national deve- 
lopment takes. Such inefficiencies must 
go. The Werld Bank has catalogued 





Michael Lindfield is an economist 
with the Australian consulting firm 
Sinclair Knight and Partners. 
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some of those pertaining to agriculture 
in its recent report, and has pointed to 
some examples of successful reform. 


Moves have been made on the cred- 
itor side too. The Baker Plan, though 
insufficient in itself, shows that senior 
people are worried and willing to take 
action. That the congress diddles even 
on such a tentative response should be 
the source of considerable concern to 
Asean countries who might be next in 
line for such a programme. Congress is 
unwilling to use public money to bail out 
banks which have lent imprudently, but 
it should be remembered that there 
were few voices raised against their role 
as recyclers of oil-surpluses. While such 
an attitude is understandable, allowing 
past mistakes to threaten the future of 
the international financial system is 
another thing. As the Continental Il- 
linois case shows, the public resources 
required to save just one majc- 
bank are enormous, even with tl 
help of other banks. Saving « 
number of majors at once is un- 
thinkable. 


Gre that the present situa- 
tion is unsatisfactory from the 
viewpoints of the banks, the de- 
veloping countries and the de- 
veloped countries, and that some 
action is seen to be necessary by 
all parties, we must ask what ac- 
tions can be taken to satisfy the 
needs of the various parties in- 
volved. We should consider what 
will be required of a stable future 
international financial system. 

We could ask another ques- 
tion: what were the underlying 
factors that produced the heady 
days of growth during the 1950s 
and 1960s? 

The key factors behind the 
growth in this period were: 

» Stable commodity prices ai 
expanding demand; 

» Stable exchange rates and reduced 
protection; 

» Stable and significant flows of invest- 
ment in viable areas of social overhead 
capital and import replacement; 

» Moderate fiscal (including counter- 
cyclical) policies. 

US devaluation, the passing of the 
gold standard in the period 1971-73 
and the advent of floating exchange 
rates meant that direct balance-of-pay- 
ments discipline on fiscal and monetary 
policy was abolished. This allowed: 
climbing fiscal deficits during the 1970s 
to fuel inflation which reached unac- 
ceptable levels and required heavy de- 
flationary pressure to rectify. Demand 
was depressed. Investment in manufac- 
turing began to centre on labour-re- 
placing technology (especially uriskil- 
led labour), depressing demand fur- 
ther. 
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Japan and parts of Europe (West 
Germany in particular), with more effi- 
cient plant and export orientation, con- 
tinued to penetrate the US market. In- 
flation, especially in the wake of the oil- 
price rises and government deficits of 
the 1970s, was corrected by heavy defla- 
tion. Unemployment climbed to histori- 
cally very high levels. Again demand 
was depressed. | 

Caught in a squeeze of falling 
commodity prices due to lack of de- 
mand, and higher prices of imports 


due to inflation, the developing coun- . 


tries borrowed from private banks for 
balance-of-payments support to main- 
tain politically necessary development 
budgets. Viable areas of import-sub- 
stitution  industrialisation became 
scarce. 

As debt-service ratios rose, private 
capital was cut off, and multilateral 
lending was curtailed by deflationary 
budgets in the developed countries. 
Protection rose as exports from de- 
veloping countries cut into 

omestic production in developed 

ountries. Exchange rates fluc- 
tuated heavily and have provided 
a significant disincentive to world 
trade. Terms of trade (consider- 
ing both volume and quantity) 
turned sharply downwards for 
these countries, as a group, after 
1974. 

The key factors behind this de- 
terioration were: 

» Falling commodity prices and 
demand; 

» Unstable exchange rates; 

» Unstable flow of investment; 

» Unconstrained fiscal policies; 
» Rising protectionism. 

It is no accident that these fac- 
tors are the opposite of those gen- 
erally operating during the 1950s 
and 1 . Itis not, of course, pos- 
sible to generalise prescriptions 
for the 1980s and 1990s from these 
factors (we cannot, for example, 
79 back to the gold standard), but 

iey do identify the characteristics 
of a well-designed international system. 

The key aspect of a system is that all 
the elements are inter-related and these 
interactions must be considered when 
any new system is assessed. Partial solu- 
tions are not enough. It is of no use for 
the World Bank to advocate export- 
oriented. industries in the face of in- 
creasing protectionism. It is of no use 
for James Baker to suggest a plan which 
addresses unstable flows of investment 
(assuming political acceptance, cooper- 
. ation by banks and appropriate micro 
policy mechanisms being implemented 
in recipient-countries) if commodity 
prices, demand, exchange rates and fis- 
cal policies in developed countries are 
not also addressed. 

The only way out of this situation is 
to generate a stable, growing world 
economy with increasing levels of trade. 
In sch awontext commodity prices will 


FAMEASTERN ECOMOMIC REVIEW e 4 DECEMBER 1986 


at least firm (replacement in the long 
term by new technologies is another 
matter) and export orientation has a 
chance. 

Asean nations would thus be well ad- 

vised to encourage reform along the fol- 
lowing lines. Each of the elements ad- 
dresses, in ways complementary to the 
other elements, one of the major factors 
causing instability in the international 
economic system. 
» Adoption of an “SDR-standard” ex- 
change-rate policy based on the Euro- 
pean snake-in-a-tunnel model. The 
limits for each currency would be de- 
fended from short-term speculative 
fluctuations by pooled central-bank 
funds or their IMF coordinated ac- 
tion on the international money mar- 
kets. 

The strength of such action in de- 
fence of any one country would be 
linked to clearing of SDR loans made by 
the IMF to that country to cover short- 
term payments problems. If these loans 
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Indonesian tea workers: price stabilisation. 


accumulated, indicating an unresolved 
long-term structural problem in the bal- 
ance of payments, the level of interven- 
tion and thus the éffective exchange rate 
would fall. The job of monitoring such 
long-term adjustment should be, and 
is, done in the international context 
by the IMF, but detail policy monitoring 
of structural adjustment should be 
primarily by the World Bank, probably 
in conjunction with Structural Adjust- 
ment Loans (SALs) in developing coun- 
tries. 


his monitoring role for the bank 

should extend to developed coun- 
tries (after all, after World War II, when 
these countries were ‘reconstructing,’ 
the World Bank played a key role and 
could do so again). An intriguing possi- 
ibility given the nature of SDR's may be 
the extension of an SDR-SAL to de- 





veloped countries for ‘reconstruction’ 
(the advantage being the SALs have to 
be paid back and cannot be inflated 
away by internally financed government 
deficits). 

» With a stable means of exchange, ef- 
ficient financing of production for ex- 
change is also important. Here the debt 
problem intervenes. To quote the 
World Development Report: “The prob- 
lem is so intractable that for the biggest 
debtors sound policies and world 
growth, though essential, will not be 
enough to restore growth. Because 
debt-servicing obligations absorb 5-7% 
of GNP in many countries, domestic 
Savings are not enough to service debt 
and maintain the level of invest- 
ment needed to permit adequate 
growth. Thus, a significant amount of 
new private and official lending is re- 
quired.” 

To achieve this, realities brought 
into focus bẹ unilateral actions on 
the part of large debtors must be 
taken into consideration. 
ly and financially acceptable and sus- 
tainable levels of debt service run 
at 10-15% of export earnings. Many 
countries are or will soon be above these 
levels. 

However, banks are trapped in that, 
while they know it is unlikely that they 


é Projections for total debt 
service . . . are alarming 


because they have risen so 
quickly from manageable 
levels. 9 





will be repaid, it is unacceptable to ac- 
knowledge these loans as non-perform- 
ing (requiring write-downs in assets). 
This is despite the sale of such loans at a 
heavy discount by smaller banks. A 
modification of the Philippines scheme 
urging a conversion of debt into equity 
may have some merit here. At present 
the system is based on the discounted 
value of loans and is thus unattractive to 
the major banks, and a heavy brokerage 
fee is involved, making it less attractive 
to everyone else. 

By basing the conversion on the un- 
discounted value of the loan and charg- 
ing a brokerage fee roughly equivalent 
to the discount, the package may be- 
come attractive to the major banks. 
This is because they would not have 
to write down any similar unsold 
loans and would pay the brokerage fee 
by “instalments,” as conversion rates 
would be determined by the ability of 
the economy to absorb the investment. 
A much smaller brokerage fee might 
be charged on  already-discounted 
loans. 

Again the role of the World Bank 
and its offshoot the International Fi- 
nance Corp. could be crucial as their ap- 
praisal of, and participation in, new pro- 
jects would encourage the international 
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Political- * 













stment-insurance agency was 





€. the "catalytic" 
ncies seek to avidly, as. there would 
€ incentive for banks to support and fi- 
ance equity participation by interna- 
tional companies, thus spreading their 
risk and encouraging efficient (and pro- 
fitable) production. 

Producing goods efficiently is not 
fficient. You have to have somewhere 
sell them. Again, the World Develop- 
ment Report has suggestions for trade 
beralisation in agriculture. The de- 
eloping countries should be tempted 
trade liberalisation in services 
painst such agricultural liberalisa- 
nin the. ROE COTS round of Gatt 


: The political consequences of trade 
beralisation must be explicitly recog- 
ised. Governments do ot spend large 
mounts on subsidies because they are 

ional, Unless they can offer politi- 





aning. Such. investment would. 
role multilateral 


cuses for, restructuring their agricul- 
tural sectors then, rhaps, they 
should ask for World Bank hub and 
Senn SDR-3ALs might be an ans- 
Wer. 


T shies measures aken together 
have a chance of providing more 
stable and expanding demand through 
an expanding world economy; stabilis- 
ing exchange rates; improving external 
investment inflows to developing coun- 
tries, based f rmly on viable projectsin a 
realistic and efficient sector context*(it 
is essential fhat the experience of the 
commercial banks — lending for bal- 
ance-of-paynrients support — should not 
be repeated); and encouraging fiscal re- 
sponsibility en the part of governments 
through exchange-rate discipline, while 
allowing a degree of flexible response in 
emergencies 

Applying these measures to all coun- 
tries dispels :he suspicion that the case- 


 by-case basis means doing only enough 


to prevent camage to the interests: of 


TOS panned E ‘Tf the de- | som 
veloped couatries need help in or ex- | the 
































practical in "terms: of m oondinared im- 


plementation. The problem is that, un- 
less coordinated action is taken, encom- 
passing all major factors underlying the 
international economic system, includ- 


in g political factors within countries, no 


“solution” can be more than a partial ; 


and temporary sop to adverse public 
reaction. | 

A recent. Chase Manhattan Securi- 
ties report has presented uncomfortable 


parallels between the world economic - 


situation now and in 1929. More pes- 
simistic than perhaps it needs to be, it 
states that contracting credit to sectors 
in trouble e.g. farmers and Third World 
countries, and unbalanced lending to 
vogue sectors e. g. financial assets andto | 
the personal sector, provide a basis fora 


speculative crash. A structural- -adjust- 


ment programme is the only way out of 
such problems, either in a planned way 
or as the result of severe deflation. 
Idealistic or no / 
necessary. As ü 
it. 
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agkong | has been permented by a 
But feeling of economic well- 


‘maintain the current growth rate 
ough 1987, will come from. 

he government’ 's forecast of GDP 
th this. year was raised in Sep- 
r.to 6% from an original 4.5% 
eason was almost entirely the 
th of domestic exports, which rose 
¥% in value terms in the first 10 
months of the year and roughly 1075 in 
volume. 
"That in turn was primarily aresponse 
the decline in value of the US-dollar 
irrency link. Sales to Europe, which 
nguished badly in the previous 

y Yebounded dramatically, 

Vest. Germany up 38%. 
ghi gas growth 











Meanwhilé; s ioe conomy is begin- 
ing to feel some of the negative effects 
of a weakened currency. Japanese 
ippliers delayed their response to the 
en rise but could not ignore it. Al- 
ough Hongkong is buying more from 
outh Korea, Taiwan and China, Hong- 
ong manufacturers know that at least 





capital and inter- 


have startec slipping 


commodity prices. 


“thwart continuation 


in the short term there are few substi-- 





















tutes for Japanese - 
mediate goods: : ‘ 
Hongkonz's terms. 
of trade, which rose 
dramatically in the 
preceding two years, - 


back - again . despite. | 
lower oil and other. 


This could possibly 


of the revival in 
domestic consumer 
demand. The gov- 
ernment expects this 
to grow by €.5%, but 
latest retail sales fig- 
ures sugges: demand may have peak- 
ed, especialy for durables where Ja- 
panese procucts dominate. 

Slightly more positive figures have 
emerged. from the banking sector. 
Growth in -I1K-dollar lending has con- 
tinued to laz behind growth in HK$M3 

— loan. growth was 2.2% for the third 
quarter and 8.4% over September 1985, 
compared with 4.4% and 12.1% for M3. 

owever, not all has been dull — 
one stimulus is the property sector. De- 
spite values -hat have been no more than 


- stable, end- 1ser demand is strong, help- 


ing maintain a brisk pace of flat sales. 


 asthe long-term credibility of the dollar | 


While political worries are clearly af- | 


fecting valves and expected rental re- 
turns, a period of relatively stable and, 


by recent if not absolute sandari, low 


interest rates provides a firm base for 
— owner-occupier de- 
mand. Residential 
] mortgage loans rose 
$ 30% in the year to 
“September, with the 
rate of increase ac- 
] celeratingin the most 
~ recent quarter. - 
Stimulus for 
owner occupation 
has also come from 


|] wages have risen 3% 





Nonethless, | 
certainties about the 
| future have meant 






tinues to see rd capital 3 
though there wil be atetu 

deficit this year; 
HK$3.7 billion (U5$474 mil tion T 

in 1985, the current account will 
in surplus: to the tun bout HK$12 bil- 
lion. Local owners o capital have taken 
the-opportunity of the current surplus 
and some large foreign investment in, 
the local stock and phopeny markets to 
diversify. —.— 





The current-account surplus has fuel- - 
led US demands for arevaluation of the 


HK dollar. But political factors, as well 


peg. suggest that 
easier to hve with aweak currepg 









a planned approach is- 


-rising income. Real 


€ past year. and | 
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“Some airlines think 
good service is the smile on 


» 


the face of a stewardess: 


ForKLM, 


it’s the smile on the face 
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: here are lots of potential users for a dedicated 
communications network. Such as railways, 


offshore companies, mining operations, oil gas’ 


producers and power companies. 
The problem is that no one has been able to de- 


liver a really complete dedicated network. Until now. 


A Nokia dedicated communications network 
gives you everything you need. Voice communications. 
Data communications. Telecontrol. Video communi- 
cations. All from a single supplier who delivers every- 
thing from planning, analysis and implementation to 
network operation and maintenance. 

Technologically, we're years ahead of the compe- 
tition. We firmly intend to stay there. 


Our dedicated networks combine advanced digital 
technology with branching facilities that permit 
total utilization of notsUrk capacity. Which means 
cost-effective operations 24 hoursa day. Andevery one 
of thecomponents in our networks is in service today. 

Nokia networks are also future-proof. Standard 
interfaces and highly modular design enable us to 
deliver networks that can be adapted and modified 
to meet changing needs, year after year. 

We can run any type of link, such as cables, op- 
tic fibers or digit: al radio. You get full data commu- 
nications—not to mention v ideo. te lex, telefax,teletex, 
electronic mail and virtually anything else in the 
modern communications environment. Including 





the world’s most advanced mobile telephone. 

Nokia networks are built for controlled growth. 
Start with the system you need today, and expand 
it as conditions change. The system grows to fit your 
needs—not vice versa. 

WHO IS NOKIA? 

We're a Fortune 500 company and one of the 
leading industrial groups in Scandinavia. Nokia 
employs 30,000 people worldwide and has an 
annual turnover of USD 2,2 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated networks to public 
and mobile telephone systems. 

We pioneered digital transmission in the late 


1960's, and in 1982 we installed the first fully dig- à 
ital local exchange in Europe. 

Our customers have specific problems that 
demand specific solutions. Like the systems we ve 
designed over the past two decades in more than 35 
countries, including Hong Kong, Singapore, Indonesia, 
Australia and the People's Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer. 


NOKIA 


NOKIA CORPORATION HEADQUARTERS. C E O KAR! KAIRAMO 
PB 226. SF-001!0! HELSINKI 10. FINLAND. TEL +358-0 18071. TLX 124442 NOKIA SF. TELFAX +358-0 608027 
NOKIA SE ASIA REGION. DIRECTOR THOMAS ZILLIACUS 
541 ORCHARD ROAD # 0901. LIAT TOWERS. SINGAPORE 0923. TEL 733-8922. TLx RS 50160 NOKIA 





Just Published! The All New 





Bigger and more complete than ever... 


The People’s Republic of 
China Year-Book 1986 


All the information on China you'll ever need in a single volume . . . 


The People’s Republic of China Year-Book 1986 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 


What is it? 

The result of thousands of man-hours, the People’s 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People’s Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 


How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$89.95 (or the equivalent in local currency) to the 
indicated address. 





All new updated edition Hard Cover 828 pages 


Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Picasa send, .-......... copy(s) of The People’s Republic of China Year-Book 1986 for which I enclose 
US$89.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 


Sendto: Name: 
Address: 
Type of Business: 
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You may forward payment in equivalent local currency. Rianne 
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THE ONLY 
MILITARY TRANSPORT 
OF THE NEW GENERATION. 


Conceived, designed and built from 
the start for its tasks, the CN-235 can 
carry out more sorts of missions than 
any aircraft in its class. 

Versatility and can-land-anywhere 
ability are top priorities of the 
CN-235's design. Vast versatility from 
the eveready rear cargo-ramp door 
thanks to which loading/unloading can 
be done in split seconds. And tactical 
vehicles driven on/off likewise. And 
low-level cargo dropped in midflight, 
since the CN-235 operates perfectly 
with this rear door open (which also 
allows transport of long trailing loads 
other transports can't handle). 

And... and... and... the CN-235's list 
of can-do missions is endless. 





Can-land-anywhere capability 
means exactly that. Any unprepared 
airstrip almost anywhere is all this 
though STOL transport requires. Its 
rugged retractable landing gear plus 
high-wing construction make tough 
terrain no problem. 

In fact, combat toughness is what 
the CN-235 is really all about. Getting 
troops and material in and out fast. 
In ticklish situations. In difficult 
places. That's what a true taskforce 








For further information, contact: Construcciones Aeronáuticas, S. A. Rey Francisco, 4. 


28008 Madnd. Spain. Phone: 248 53 09. Telex: 44729. Or contact: CASA Inc.: 14102 Sullyfield Circle, 
Suite 200. Chantilly. Virginia 22021. Phone: (703) 378 22 72. Telex: 90-1109. 





transport has got to do in combat. 
And that's what CASAs CN-235 does 
to perfection. In war or peace. 


Technical Characteristics: 

Max. takeoff weight: 14.400 Kg. 
(31.746 lb.). 

Max. payload: 5.000 Kg. 

(11.023 Ib.). 

Max. cruise speed: 245 Kt. 
General or palletized (2 standard 
88” pallets) cargo transport. 
Troop transport for 48 soldiers or 
4] paratroopers. 

Light vehicle or logistic transport. 
Maritime patrol and 
antisubmarine warfare versions. 
Armed version: up to 3.500 Kg. of 
military load (missiles, machine 
guns, etc.). 
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Gedung BPPT, JL. MH. Thamnn no. 8 Jakarta 
Telp. 021-322395, 021-336651; 
PO BOX 3752; Telex 46141 


Se aE aR Ye 
.* < r . l 3 n 





sate I 


way of 





thin 


"P. ie he A xr c udin 9 x. dI wU W& YN wet EF Iso: ae 
ns FONT > - t . . T 3 
> < 


nyi 








In the beginning a computer was a big “machine” that 
counted and collated faster than man. Some systems are still 
basically just that, with peripheral stations that depend on 
the big machine for data, processing and communication 
linkage to one another. In fact, everyone becomes dependent 
on the center, including the center itself. 

That's the old way of thinking with a computer. 

But if too much is required of the big central machine 
simultaneously, it slows down. Worse, if it breaks down :he 
whole system can no longer communicate. Even the center 
loses control. And if that one big machine's capacity is used 
up, there's no easy way to expand. You're forced to buy a 
new, bigger machine, which likely won't be able to operate 
with what's left of your old system without an expensive, 
time- consuming conversion. 

That's what's wrong with the old way. 


The new way is to start only with what you need: 
probably a smaller machine that you don't have to "grow 
into. Which means you don't have to pay up front for 
capacity you can't use yet. Add as many terminals as you 
need and you re computerized. 

But this is where the new way of thinking begins to be 
new — and different. Because once you reach full capacity 
there's no need to sell and replace. You simply add on... 
again, only according to your needs. This way you re 
beginning to build an open network. It's open because 
there's no center to be dependent on: everyone can talk 
directly to everyone else even if one link is down, because 
as you add more and more, everyone is interconnected. 
Which also means the center never loses control and one 
location can borrow capacity from any other. No time is lost. 
And no time and money are lost in conversion...because 
each new element is designed to communicate with the 
same programs the others are already using. They are all 
part of the same family of computers which we call VAX. 

There will probably always be certain circumstances 
where the old way is still better. Even we recommend it 
when that's what's best for our customers. But to meet 
many, many more other types of requirements, the new 
way to build a network is quicker, more flexible, more 
reliable, less expensive. 

And Digital has built more of them than anyone else. 


Digital Equipment Corporation Far East Headquarters 
19-21/F Fleet House, 38 Gloucester Road, Wanchai, "Mone Kong. 
Tel: 5-8614200 Telex: 46424DECHK HX Cable: DIGITAL 






Ne IT is not often that Shroff gets to see 
tipsheets about Malaysian stocks — per- 
haps there are so few companies worth 
plugging at the moment that no one can 
be bothered to come up with a recom- 
mendation more specific than the stand- 
ard “plantations are looking cheap.” 
Imagine the delight, therefore, when a 
rather fuzzy photocopy of a FAXed cir- 
cular from Morgan Stanley landed on 
Shroff's desk the other day, bearing the 
uncompromisingly upbeat legend: “Buy 
Malaysia" by Barton M. Biggs. 

Barton M. Biggs! The man whose 
"buy" recommendation moved the 
price of Hongkong Bank by one whole 
(Hongkong of course) dollar in one day! 
The name muttered in reverential tones 
by junior scrip salesmen all over Asia! 
The man who can get any chief execu- 

ve out of his bathroom at 7 a.m. — no, 
ourry, that was Ivan F. Boesky. 

Yes indeed, Barton M. Biggs has 
recommended that international port- 
folios “be 4% committed to Malaysian 
stocks." With that kind of money now 
winging its way towards Kuala Lumpur 
it is a wonder that the market is not hit- 
ting the roof. It is also a wonder that of 
the five stocks specifically recom- 
mended by Biggs, no less than four — 
Genting, New Straits Times, Harrisons 
and Selangor Properties — are, at the 
time of writing, trading at prices below 
those quoted in his report. The fifth, 
Malayan Banking, has put on 30 M cents 
(12 US cents). 

Perhaps the quality of the report it- 
self can provide some clue as to why the 
"Biggs Touch" is taking some time to 
have its usual effect. The report is an un- 
believably shoddy piece of work which 
seems to belie Biggs’ jaunty opening 
line of “I’m just back from Malaysia.” 

ver mindful of the danger of throwing 

ones from the safety of his own glass 
house, Shroff still finds it extraordinary 
that a report from someone of Biggs’s 
stature should be so full of crass errors 
and wishful thinking. 

Replete with home-spun philosophis- 
ing and unsubstantiated generalisa- 
tions (for example: “as has taken place 
everywhere in Asia . . . the Overseas 
Chinese economically eat everyone 
else’s lunch”), the Biggs report lurches 
from one inaccuracy to another, misspell- 
ing Kuala Lumpur and Penang in the 
process, and he even gets the name of 
one of his recommended stocks wrong. 

“I believe," pronounces a prescient 
Biggs, reading straight from his copy of 
the government’s Economic Report, 
“the Malaysian economy is about to im- 
prove.” Enticed by a 50% depreciation 
of tht ringitt "d against the yen (real 
figuré: 27.5%), Biggs continues, man- 
ufacturing investment from the US and 


Now for the Brooklyn bridge 





MISC's Bunga Melati: guaranteed profits. 


Japan is “pouring in" (latest statistics 
show foreign-investment proposals are 
1696 down on 1985), and tourists from 
Europe and Japan are “flocking to the 
beach resorts . . . particularly areas like 
Pennang [sic] Island," (first-half 1986 
figures for direct tourist arrivals are 
down 4.2% on 1985 and down 65% on 
1982): Just about the only thing he gets 
right is that manufacturing was up dur- 
ing the first half. 

It is a shame that Biggs did not stay 
long enough to read the latest growth 
projections for the economy. The new 
government-funded  think-tank, the 
Malaysian Institute of Economic Re- 
search, has just contradicted the Treas- 
ury's 0.5% real gross domestic product 
growth forecast for 1986 and has come 
up with a figure of -1.5%. This is not to 
say that the Kuala Lumpur Stock Ex- 
change (KLSE) will not eventually take 
off in the way envisaged by Biggs, of 
course, only that if it does, it will not be 
due to better fundamentals but because 
of fund managers making their own 
wishes come true. 
€ INSTEAD of- picking five estab- 
lished blue chips and waiting for the 
economy to revive, Biggs could have 
spent his time more profitably by look- 
ing at Malaysian International Ship- 
ping Corp. (MISC), which is due to be 
listed at the end of February. MISC is 
the government-controlled shipping 
line with a diversified, fairly young fleet 
of 41 ships, and unlike most shipping 
companies around the region, it is ac- 
tually making money — lots of it. MISC 
has a virtually guaranteed profitability 
for the next 15 years or more, stemming 
from its highly lucrative long-term con- 
tract to ship liquefied natural gas from 
Sarawak to Japan. 

The stock is expected to be one of the 
most sought-after items since the Ma- 
laysian Airline System (MAS) flotation 
in 1985, but for some reason that defies 
all logic MISC is not going to be the 
main beneficiary. The Capital Issues 
Committee, which governs all new 
share issues in Malaysia, customar- 
ily decrees that to protect gullible in- 
vestors from being ripped off, all new 
offerings be pitched at prospective p/e 


ratios of less than eight, compared to 
the KLSE average of around 30. MISC 
has been given permission to offer 84 


million shares at M$2.40 — a prospec- | 


tive p/e multiple of 4.9. 
All that will happen, of course, is that 
the stags will come out in force and staff 


members will suddenly find themselves _ 


being lent money by new-found friends | 


to take up their reserved allocation. The 


state-owned investment holding agency, | 
Permodalan Nasional will also profit | 
mightily from the 25% reserved bumi- . 
putra (indigenous Malaysian, mainly Ma- — 


lay) portion of the issue. Even though . 


the issue is substantially larger than that | 
of MAS, it is expected to be over-sub- - 


scribed by somé five to six times. 


The existing private shareholders in — 


MISC, which include the likes of Robert 


Kuok and Frank Wen King Tsao, are 


ri Ò 


distinctly peeved, having stuck with the - 
company during its loss-making days . 
only to find someone else reaping most of - 
the profit from the issue. Shroff under- - 


stands that the offer price had to be set 
at M$2.40 because that was the lowest at 
which the private shareholders were 


prepared to sell. They had been press- — 


ing for about a dollar more than that. 


@ SPARE a thought also for Credit - 


Suisse First Boston and other under- 


writing banks who were left with large — 
chunks of Malaysian paper last year. - 


Moody's Investor Service has just come 
out with a debt rating for Euro securities 


issued by the Malaysian Government - 


which will make it even more difficult 
for them to offload on to the market. 
Citing concern over “Malaysia's 


prospects for continued slow growth 


and low export revenues in the post- 


commodity boom era,” Moody'sgavea |. 
long-term debt rating of just Baal. Al- — 
though Malaysia was a comforting three — 
notches above Brazil, it must have come © 


as something of a blow to see Portugal 


given an Al and South Korea an A2. - 


Bond-dealers tell Shroff that at Baal, 
Malaysian paper will still be marketable 


but what is giving them more worry are © 


Moody's estimates for the growth of the 
country's external debt. 

Moody's reckons that Malaysia's 
total external debt will 


rise from |. 


US$19.2 billion in 1985 (61% of GDP) . 


to US$30 billion by 1990. This is consid- 
erably more pessimistic than either the 
government's projection or that of US- 


based Wharton Econometric Forecast- 


ing Associates, which is forecasting 
US$22.9 billion by 1990, or 87% of 
GDP (at M$2.60:US$1). Even assum- 
ing that the economy can grow at an 
average rate of 5.5% from 1988-90, the 
Moody's figure suggests that total exter- 
nal debt will be the equivalent of 12076 
of GDP. 








E PT wide support, but some cynics 
pointed out that the main beneficiaries 
are likely to be suppliers of imported 

consumer goods. 

Of more long-term significance is the 
beginning ọfa broadening of the coun- 
try's revenue base through the rationali- 
sation and extension of import duties. A 
large slice of the population which pre- 
viously did not contribute to govern- 
ment revenue will be drawn intothe net. 
The need for greater self-sufficiency has 
taken a necessarily high priority be- 
cause of an accelerated reduction in 
Australian aid. 












an optimistic . 19 edet nh tax 
s aimed at stimulating both the pri- 
ate sector and the government: s elec- 
toral fortunes. ` 
However, theres is an. overall thread 
of restraint. Total projected expendi- 
ture of Kina 960 million (US$979.6 mil- 
) represents a: freeze on outlays in 
terms. Tio he cu hack on Overseas bor- 





















a. — - princi- 
earl j Mese — have 


I nternal revenue will, with both 
lower aid and borrowings, rise to a re- 


ale dar-year | budget ON" 
| cord 67% of spending. or Kina 650 mil- 


ment by Deputy Prime Minister 
us Chan clearly acknowledged 
ions are. only seven months 
n pulled a very political rab- 
of the hat in the form of Kina 31 
cuts included in the pro- 
)87 budget. It is the first time di- 
on has been reduced since 
Guinea's independence 
administration in 1975. 
said the aim was to stimulate indi- 
| ork harder and promote pri- 
r growth, This sentiment has 


1986. The budget provides for only a 
modest increase in overall tax revenue, 

and most of what would otherwise be a 
shortfall will be covered by drawings of 
Kina 55 million from the country's Min- 
eral Resources Stabilisation Fund. This 
initiative is based largely on predictions 
that Papua New Guinea is set for a 
boom period in the 1990s as new gold, 
copper and, potentially, oil projects 
come on stream. If international or local 
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lion compared to Kina 565 million in. 


| COMPANY RESULTS § 


on period Turnover onperiod | (prev). 
| Y 188.56b -28 nil 
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First half loss reached from the disposal of surplus vessel 
Nil is are projected for the year. 


1 Heavies drops in shipbuildin 
sales; planned Jy fu 


Forecast for FOU Y 
dividend unchanged. n 


mettent miento 


Earnings should pod AA half # the 
Australian dollar and oil prices remain steady. | 


p company forecast for the year is net Y 86b: vs ¥70. 1 Sb. i 


feature | of “the 





riculture d Sines at en- 
couraging greate between rural 
and urban. areas. Spending on social ob- 
jectives such as. education: and health 
services has remained steady. - 

The emphasis on private- -sector 
growth and the slight move away from 
direct taxation has been widely wel- 
comed by both the public and the busi- 
ness community. Tronically, a tax. on 
basic-food items proposed by the gov- 


ernment of Michael Somare (ousted in 


Parliament by Prime Minister Paias — 
Wingti last November) proved to be po- 
litical dynamite. The indirect taxes in 
the latest budget are similarly regressive 
in nature and cover such basic items as 
clothing. However, it is the t: 

sage that appears to be having ; à positiv 
impact on the public. With a view to th 





elections due next July. the opposition 


is steering away from debate on Chan's 


economic skills and going on the attack 


over his. Sonore at acquisition of- 


more than 800. Placer Pacific gold 


mining shares is companies. linked to 
Chan's family and his People's Progress 
p E 23 Oct.). 

The issue has been making front- 
page. headlines for weeks and eni 
opinion has defined the issue as one of 
Ee in power AARE miei own poc- 


[ kets. 








No jos softs Sacks made; sales projection for year is ¥700b | 
vs *702. 1; ae 
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Conscripted volunteers 


Despite misgivings, few will bypass Tokyo's offshore market 


By Charles Smith in Tokyo 


qoos new offshore banking market 
is expected to attract deposits worth 
around US$25 billion within a few days 
of its launch on 1 December — far less 
than the US$85 billion which was being 
confidently forecast last summer by the 
Ministry of Finance (MoF). and less 
also than the estimated US$100 billion 
worth of deposits in the London-based 
Euroyen market. Despite this short- 
fall, it would be rash to write off the 
market as a failure before it even gets 
under way. 

While some US bankers in Tokyo 
say that the tax treatment of income 
earned from lending in the Tokyo 
offshore market will deter foreign banks 

ym doing business there, European 
..nks see a number of promising pos- 
sibilities. Foreigners aside, the major 
Japanese banks are expected to move at 
least US$2 billion worth funds each into 
the market soon after its starts, if only 
because they have been unofficially 
"told" to do so by MoF. 

The Tokyo offshore market offers 
two main attractions: exemption from 
the 20% withholding tax which applies 
to income earned from domestic depo- 
sits, and freedom from the reserve re- 
quirements and interest rate controls 
that still apply to banking transactions 
inside Japan. Against that. banks open- 
ing offshore banking units (OBUs) will 
still have to pay Japanese corporate 
tax at the full rate of 53%, as against 
rates of 35% or less in the London and 
New York markets (and still lower rates 


in Hongkong and Singa- 
pore). 

An attempt to lower 
tax levels in Tokyo by 
waiving the local-inhabit- 
ants tax on banks using the 
market failed after the 
Ministry of Home Affairs 
ruled against the idea. 
Despite this there have 
been rumours that banks 
may be offered special 
terms to set up OBUs in 
Osaka. where the city gov- 
ernment is keen to rival 
the financial attractions of Tokyo. The 
waiving of the stamp duty on loans is 
another top priority. In the run-up to 
the market's opening the MoF's Tax 
Bureau stubbornly refused to give way 
on this issue, but pressure on the gov- 
ernment from the Federation of Bank- 
ers’ Associations of Japan is believed to 
be close to producing results. 

Aside from the tax disincentives of 
sore business in the new Tokyo mar- 
ket, foreign banks have complained bit- 
terly about the amount of documenta- 
tion that is being required by Japan's fi- 
nancial authorities. In order to prevent 
"leakage" between the offshore market 
and Japan's tightly controlled domestic 
market, would-be depositers will be re- 
quired to offer legal proof of their status 
as non-resident corporations each time 
thev use the market. 

Foreign bankers say that the pur- 
, pose of this is to prevent offshore 
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ing the Bank of Japan's control over 
domestic money supply. But a desire 


to prevent tax evasion also seems to | 


, have been a bigger inhibiting factor. 


| 





Japan's tax authorities. who see the 
offshore market as a potentially. mas- 
sive loophole in the withholding. tax 
system, have insisted that 
banks operating OBUs 
should be prepared for 
daily inspections to guard 
against unauthorised use 
of the market by Japanese 
residents. 

A plus point about. 
ket is that Asian investors. 


free yen deposits may see - 


to keep. their money. 
Sofhe observers expect a 
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the. Tokyo offshore mar- | 


seeking a home for tax- | 
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Tokyo (rather than Lon- "e 
don) as the logical place — 1 


flood of Peking’s offshore funds to arrive — 


in Tokyo once the market gets properly 
under way. though it is conceded that 
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such a shift could appear as an embar- | 


rassing lack of confidence in Hongkong. | 
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Even if Chinese money does not ar- | 


rive in the expected amounts, the mar- 
ket could play an important role in the 
funding of foreign bank operations in 


Japan itself. The OBUs could form a 


channel through which foreign bank 
branches in Tokyo will be able to raise 
interbank funds for lending to Japanese 


' clients at lower cost than the current sys- 


. tem of funding through the banks’ own 


head offices. 
It looks as if few foreign banks will 
stand aside when the market opens its 


doors in December. Those that do are © 


more likely to be making a gesture of 
protest at alleged inadequacies in the 
market's structure than opting out al- 
together. o 
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ASI AN market: were ii as olitičal news crove up the Manila market and prob- 
lems with the National Bank of Brunei forced down prices on the Singapore bourse: 
Hongkong and New Zealand both began to swing upwards again. 


WV KONG: ‘For the first four days thé market 
moved slightly upward on steady manufacturing 
orders. predicted good (but not outstanding 
prices at a government property auction, and gen- 
eral confidence in the economy. The real 7 ilip 
came onthe period's ial day when: the Hang 
Seng Index leapt 69:61 
at 2,343.59, 100.7. points up from the week-ear- 


Pid our- dre) na aad ed ahead in 


s such as real estate, banking and 


Nikkei Stock Average closed at | 


points. in the holiday-shortened week. 


3 po 
gain of 159 points over the previous day's | 
anc dich pom nts for the pane Volume was | 


| A: Sharemarkets ) were again hit hard | 
he plunging gold price and the country's worst- | 

.eurrent-account deficit. However. two days | 

rofit-taking resurrected the ailing All- OR E 
aries Index to close the period 11 points higher | 
1.337.6. This was largely on the back of buying i. Lop | oie 
| BANGKOK: Selling pressure increased. with ae 
lack of buyers. causing a 2.22-point drop in the... 


| for industrial companies. which spurred | 
Book Club Index to 163.68. Volume was slightly | | 


-Industrials Index. 28.6 points higher to | 
7. The gold index, though, rub 32.9 | 


) 1513. 3 when gold fell to US$378 an oz. 


| ZEAL ND: Although prices rallied for most | 
é period. the tone was noticeably less confi- 


than before the sharp correction of mid- 
ember. Volume was Steady at 69.7 million 


à "up NZ$35 million , ‘from, the previous 
iod. Small investors were still giving. the mar- 
| most of its support. strongly favouring invest- 


nt bankers Robert Jones, Capital Markets and . 
ro-National, but not overly enthusiastic else- | 


Corporate activity, actual and rumoured. 
sto have ar its ability to move the market. 


l After. a technical correction 


ng pressure increased at (she end of the d | 
ews of the closure of the National Bank of - 


, which was expected to affect companies 


dc fated with financier Khoo Teck Puat. Turn- | 
i /'eraged 9 million shares a day with a value | 


$10.7 million (US84. l million). 


PORE: Shares fell sharply in response to | 
losure of financier. Khoo Teck Puat's | 
ly-controlled. National Bank of Brunei. Cen- 


l Prope rties, 
dropped 20 S Cents | to ssi L. The bi g four banks. al L 


points. to close the period: 


with possible exposure to Khoo — 
stumped with Development Bank of Singa- 
pore falling 55 S cents to $$8.60. The Straits 
Times Index fell by 2.6% on 21 Nov.. its biggest 


+} one-day: decline since June. Fraser's Industrial 
| Index was 214.51 points lower at 5,230.67. Turn- 
i. over averaged 19.5 million shares a day worth 
LOS$3S. 9 million. 

lier. There was no. iss xp Qn. but Rer 
d fecting - SEOUL: The rumoured death of North Korean 
-feader Kim fl Sung and some very encouraging 


quarterly economic results drove the index up 
7.88 points to 266 points. Volumes traded rose 5.5 
million shares to 28.2 million, and turnover was. up 


Wor 8 billion (US$9.25 million) to Won 33.38 bil- — | c 
lion. By industry, insurance gained the most. up. | Gwe 
. Conc 
^ Évergo 


14.5%, followed. by rubber. rising 6.6%. Also 
boosting confidence was the publication by the 
ruling party of a tentative plan to give more incen- 
tivesto investors and listed companies. 


BOMBAY: Brokers returned from a three-day — 
‘work stoppage only after ransoming the release of 


seized documents from the tax department with 
bank guarantees. Still. blue chips plunged further 
on nervous selling following reports of tax raids on 
New Delhi dalals (traders). The BSE index tell 
20.44 points on the first day the traders returned. 


while institutions which normally rescue the mar- 


ket at &mes like these TID dune e inactive. 


up at 3.47 million shares, valued at Baht 602.6 mil- 
lion «US$22.96 million), compared with Baht 511 
million in the previous period. The advance and 


decline indicator showed an overwhelming mar- 


gin o losers over gainers, 42 to 13. 


TAIPEI: A new government projection of 10.8% | 
| economic growth boosted the market, but con- | 
' tinuiag investor nervousness over the effects of | 
the NT dollar's appreciation against the US dollar 


“concerns, d 


Hank of E. Asa 
Cathay Pacific - 
Cheung Kong | 


F E. Consortium 
First Pacific Holds 


Paul Y. Constr. 


| |. RegalHoteis 
l Prorat i 


held down trading volumes. The weighted price - aes 


index.rose 9.83 points during an up-and-down. 


pe ricd to close at 1,017.60. Transactions declined 


| substantially to an average of NT$2.18 billion 


(US$60.05 million) a day. 


MANILA: After averaging P34.2 million (US$1.68 |. 
million) a day in the first four days, peso turn- 


over ballooned to P75.48 million on 24 Nóv., 


following announcements that Defence Minister 


Juan Ponce Enrile had. resigned and that àn at 


tempted coup had been crushed. Volume aver-- 
; from the. 


aged 485.75 million shares, down 13.6% 
previous period. All market indicators. ended 
higher: the mining index by 16.33 points to 2,105; 


the commercial industrial marker by 34. 7.10. 


534.*, and the oil. gauge by 0.22 to 1.934. Al- 


though many analysts were Quick to attribute the |. 
big surge on 24 Nov. toa return of confidence. on | 

| expectations of a more stable government, some 
neo to. Khoo, feli 32 S cents | 


noted that a sizeable portion of the activity repre- 


sented short-covering by brokers caught in. the 


 dropin prices in the previous three weeks. 
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CLASSIFIED ADVERTISEMENTS 
PROPERTY 








ITS AN INVESTORS PARADISE 
RIGHT IN THE CENTRE OF SURFERS! 


SURFERS PARADISE, on the 
Gold Coast of Australia, is the tourist 
Mecca of the South Pacific. It is 
estimated that more than two million 
visitors come to the Gold Coast every 
year. 

Already land zoned for hotels is scs mii " ru “i ass d fup v^ 
at a premium and here is the absolute ata A. T age ~ e Mui DP e 
last parcel of land of this size which á = E M a le 
can be offered as an international hotel 222799 ^ 
site or tourist entertainment destination. 
NOW IS THE PERFECT TIME FOR 
OVERSEAS INVESTORS! 

The Government has just lifted xx Dj: $) Eus Mua Mes ' nuin Soc! 
foreign investment restrictions on + EA y 4m RA M sie” GO ou. 
roperty for development. Investors are ec d A = i = “ee » ; om 
inally able to take advantage of the 
poor performance of the Australian 
dollar before it begins its strongly 
projected upwards spiral. 


. Invest in the fastest growing 
tourist industry in the world at the most 
favourable exchange rate. 


Size: 11,080 square metres 


Cost sa1 2,500,000 


For further Information Please Contact: 
Hill Home Constructions Pty. Ltd. 
P.O. Box 6391, 

Gold Coast Mail Centre, 4217 
Queensland, Australia. 
International +6175 501766 

-~ AH +6175 312188 - 














O. Box 57, | xw v ü 
Surfers Paradise, 4217 T LAST PRIME REAL ESTATE, CENTRAL SURFERS PARADISE, 
Queensland, Australia. 

International + 6175 389911 | GOLD COAST, AUSTRALIA. 





INVESTMENT EXECUTIVE COURSE 


ep Dalgety Developments 


A DIVISION OF DALGETY AUSTRALIA OPERATIONS LIMITED 


A Division of the 
Dalgety Group. 
Established in 
Australia for over 
140 years. 


Developers of Retail, Industrial and Commercial 
Property in Australia’s major cities. 

We seek Joint Venture Partners and Investors for 
property development projects from $A3 million to 
$A100 million. 


As members of the large, diversified Dalgety 
international group, we have developed a wide 
range of property projects. 

Australian property, with its high growth prospects, 
is extremely good buying by international standards. 


The Australian government has recently relaxed 
regulations covering property development and 
investment, opening the market to off shore 
companies and individuals. 


A ONE YEAR MBA 
IN 


INDUSTRIALISATION STRATEGIES 
FOR DEVELOPMENT AND 
THEIR MANAGERIAL IMPLICATIONS 


A PROFESSIONAL DEVELOPMENT PROGRAMME FOR 
INDUSTRIALISING COUNTRIES’ EXECUTIVES 
STARTING SEPTEMBER 11, 1987 
— CONCLUDING SEPTEMBER 8, 1988 


CONCENTRATION AREAS: 


Industrial Policy and Strategy 

Strategic Management en Enterprise Strategic Design 
Behavioural Implications of the Strategic Implementation 
Managerial! Control and Information Systems Management 
Electives 




















The programme focuses on the needs and conditions of industrialising 
countries, with emphasis on professional development and applied re- 
levant skill generation. 


RVB is a recognised institution, founded by the Delft University of Tech- 
nology, and has more than 30 years of experience in management 
development for industrialising countries. 





Please contact us in confidence for more information 
\ regarding investment in Australia. 


Ken Rowley, Dalgety Devel ts, 

38 Bridge Street’ Sydney. : 

Tel: (02) 2382750, Telex: 20288, Fax: 2382058. 
Or Write: G.P.O. Box 261, Sydney. 2001 


For further information please write to: 
the Head of the MBA Department, 
RVB — P.O. Box 143 

DELFT 2600 AC Delft — The Netherlands 
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brahim Hasan is running very hard. 
As the newly appointed governor of 


- Indonesia's westernmost province, he 





first, in this province that 


has the unenviable task of pulling off a 
victory for the government party Gol- 
kar (an acronym for Golongan Karya or 
Functional Groups) in the April 1987 
parliamentary elections. Few envy the 
governor his assignment. because Gol- 
kar in Aceh has the worst electoral re- 
cord of anv province in the country. 

From à high of just under 50% in 
197]. when the Suharto government 
A held its first national elections, Golkar 
fell to.41% in 1977 and slid still lower to 
37% in 1982. In most of Indonesia, the 
government party in 1977 maintained or 
bettered its 1971 tally — winning a 
majority in every province but two 
(Jakarta was the other 

In 1982 only Aceh gave more votes 
to United Development Party (PPP), 
. Indonesia's second largest party, than 
- to Golkar. 

What explains Aceh's unique voting 
history, and what is Ibrahim Hasan 
— doing about it? In the cof- 
fee shops of Banda Aceh,’ 
the provincial capital, 
there are a good many 
hoary hypotheses being 
trotted out to explain the 
past to locals and visitors 
alike. 

Two theories, each with 
two variants or sub-theories, 
seem worth pursuing. The 


prides itself on having the 
earliest Muslim kingdom in 
Indonesia and on being the 
serambi (veranda) of 
Mecca, is that Aceh's fer- 
vent Islamicness explains 
its vote for the Islamic PPP. 
A 1973 fusion of four Is- 
lamic parties, PPP's elec- 
toraf symbol in 1977 and 
1982 was the Ka'abah. 

The popular variant of this theory is 
that Acehnese voters find it difficult to 


separate their political from their religi- 


ous commitment. As Muslims, they 
vote for the Muslim party. The elite var- 
iant — more socially structural than cul- 
tural — attributes PPP's continuing 
strength to the pervasive network of 
ulama, influential religious teachers 
who have traditionally provided moral 
leadership in the villages. 

Since 1946, when an ulama-led social 
revolution killed or frightened off most 
of the secular rulers, the uleebelang, the 
ulama have been the dominant leader- 
ship group. In both 1977 and 1982 
Acehnese ulama were known to issue 
religious instructions commanding their 
followers to vote for the PPP. 

One flaw in the Islamicness theory is 
that much of Indonesia, particularly the 
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typically higher than on Java, is dev- 
outly Muslim. Religion may provide the 
vehicle for partisan loyalty in Aceh, but 
clearly some other variable is propelling 
it. Most Acehnese think that variable is 
the province's historically bad relations 
with Jakarta. One version of this theory 
stresses substance: Golkar made a lot of 
promises about provincial development 
in 1971 that, according to many, it has 
not kept. 

The more common version points to 
process: from the earliest days of 
Sukarno's presidency to the present, 
promises have been made about decen- 
tralisation of government decision- 
making to the provincial level that have 
not been fu filled. 

The PPP vote is thus in some mea- 
sure a protest against centralisation of 
power and resources in Jakarta. This 
variant is sometimes given a darker in- 
terpretatiom. Talk of decentralisation 
could lead $o (or be a euphemism for) a 
resurgence of the opposition spirit that 
drove Acehnese political leaders from 





Banda Aceh: hypotheses ofthe of the past. | 


1953-57 to sever their ties with the Re- 
public of Indonesia. A vote against Gol- 
kar can thus be construed as a vote 
against Indonesia. 


i: 1987 likely to bring any change in 
the established trend away from Gol- 
kar? Ibrahim Hasan would seem to have 
a unique cpportunity to bring Aceh 
back into lire with Indonesia-wide elec- 
toral patterns. The PPP at the national 
level is in disarray, its total vote pro- 
jected to drop by as much as half. The 
principal causes: infighting among the 
leadership and the 1984 defection of the 
party's largest constituent organisation, 
Nahdatul Ulama (NU). But PPP's na- 
tional troubles do not translate au- 
tomatically into local weakness, since 
NU's mass base is concentrated primar- 
ily in East and Central Java and repre- 
sents at most 10% of the vote in Aceh. 
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Explaining the national trend to 
Acehnese voters will require some poli- 
tical creativity on the part of Golkar's 
provincial leaders. Their task is eased 
somewhat by the replacement, stipu- 
lated by the central government, of 
PPP's Ka'abah ballot symbol by a less 
Islamic-looking star. 

The government's development pro- 
grammes have also begun slowly but 
surely to alter local perceptions of 
Jakarta's intentions, creating another 
opportunity for Golkar gains. For more 
than a decade, the central government 
has pumped billions of rupiahs into the 
province for road and bridge building, 
rice intensification, and for schools and 
health centres. 

In recent months, however, unfort 
nately for Golkar campaigners, the gov- 
ernment's development case has be- 
come a little unstuck. Declining oil rev- 
enues have shrunk budget expenditures 
and. because of the 31% devaluation of 
the rupiah against the US dollar in Sep- 
tember „raised the prices of many goods 
and services. So here too a measure of 
political creativity is required. 

In some ways Ibrahim Hasan is his 


. own best campaign weapon, though as 


governor-of-all-the-people he is obliged 
to remain at one remove from direct 
campaigning. An extrovert Acehnese 


with a long history of service to his pro- 


vince as professor of economics and uni- 
versity rector and as the regional gov- 
ernment's planning chairman, he has 
also held high office in Jakarta and is | 
politically well-connected there. 

In his first months, the governor has 
moved quickly to establish his presence 
in Aceh. From his public speeches an 
newspaper reports, it is apparent € 
is venturing into regions rarely explor 
by university professors and officials. 
The ulama — whose support he regards 
as crucial and whose frank opinions he 
enjoys — are a special concern, but he is 
also appealing to more urban and de- 
traditionalised constituencies. The 
times have changed, his speeches stress, 
and Aceh must change with them. 

It is impossible at this stage to predict 
the outcome of the April poll. But one 
thing is clear: unity is not at stake here. 
What is happening in Aceh is bigger 
than elections and only imperfectly re- 
flected in them. “There will be no more 
rebellions in Aceh,” a student told 
me, “because the business community 
now supports the government.” More 
broadly put: Indonesian economic 
development has created its own perva- 
sive network of opportunities, inthrests, 
and loyalties, and Aceh is securely in- 
side that network. — R. William Liddle 
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“The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 
litical development of Asia we anticipate a 
owing demand for reliadle, concise and 
above all objective assessments of events.” 


ie) 


...We discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction.” 


“At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy.” 


The Editor 
Far Eastern Economic Review 
First Issue 1946 
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Forty 


years 
On. 


In the middle of a decade which had 
seen the greatest upheaval the world had 
ever known, a group of men with faith 
and foresight set their eyes on Asia. 

They recognized the need to chronicle 
the restructuring of Asia from the ashes of 
war. Á region that they felt would rise and 
grow at an astonishing rate, perhaps faster 
than any other. A region that they felt the 
world wouid need to watch carefully. 

In October of 1946, a publication 
dedicated to balanced, objective coverage 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
consistently serve as an important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 40 years later, the Far Eastern 
Economic Review is the world’s premier 
publication on Asian affairs. Unmatched 
by any other. 

Today, more than ever, when the Review 
speaks, Asia listens. 
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Talk is cheap. est in the world of investment banking. 

The real proof of a banks strength lies in its What gives us our edge? It's a combination of 
performance — in the actual deals it puts together. characteristics no other bank has. i 

At Chase, we've been putting together impressive For starters, there's our sheer size and strength. Nc 
deals for years — from being the first U.S. bank to raise investment bank (or any other type bank for that mattet 
a domestic Swiss Franc bond issue, to the recently has both the customer and capital base that Chase doe: 
financed power project in the People's Republic of Add to that our fully integrated global network. 


China. Fact is, our performance places us among the is is especially important with today's increasingly 
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$102,000,000 

Financing for the Acquisition of 
Cortain Assets Related to the 
Polystyrene Business Acquired from 
American Hoechst Corporation 

and the Refinancing of Certain 
Existing indebtedness 
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complex deals involving multi-national participants. size, international network, specialized industry 


And then, of course, there are the Chase people. knowledge and the broadest range of investment 
People with expertise in all fields, from mergers and banking products is what sets Chase apart from other 
acquisitions, to swaps, trade finance, and electronic financial institutions around the world. 
banking. People capable of working in partnership, with But, without execution, all of that would just be 
their clients and with one another. A network of bankers talk. If you want real proof of what we can do, just take 
able to work quickly to meet customer needs. a look at the deals we've put together. 

This total global banking capability that integrates They speak for themselves. 
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Discover Le Raffinement, that : 
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hti in nes middle? 


Referring to the recent visit by the Is- 
raeli president to Singapore [REVIEW, 
27 Nov.]. please permit me to say a few 
words to those who oppose or think that 
it as a mistake. 
» Singapore is a fully independent, 






an international and commercial centre 
and wishes to have friendly relations 
with all the nations in the international 
community. | 
» The republic has diplomatic relations 
with Arab countries and Israel. It recog- 
nises the Palestinians' right to self-de- 
on.as well as Israel's right to 
vithin safe and secure bound- 
-This stand was well illustrated 
during the 1980 UN General Assembly. 
b Just like welcoming Arab dignitaries 
to Singapore, we also have the right to 
elcome the Israeli president, and why 
áve ties with both sides. | 
iber of Ase 






















mean | that we e have | 
of some of its members re 
foreign policy. 

In view of the above points, I cannot 






should understand that the island state 
has friendly relations with both sides. 

These same charges should be level- 
led at them with the addition of blind 


Selfishness on their part: they only want | 
to knew. one side of the conflict just be- 







e Wr to prole the 


lor a but it 
isn 
. €award, writing on the- Malaysian 
nment’s suspension of the Asian 
treet Journal (9 Oct.], referred to 
the expulsion of the Journal's two Kuala 





Lumpur correspondents (both Ameri- 


can citizens) in terms which raise anim- 
portant point. 

He noted that Prime Minister Datuk 

Seri Mahathir Mohamad has linked ad- 
verse comment on Malaysia with 
: “Zionist forces.” But Seaward then 
went on to try demolishing that argu- 
ment by noting that “neither of the 
Americans is Jewish": one is “of 
Danish extraction," while the other 
ds. "descended from Italian- Swiss immi- 
grants.” f 

This thoroughly confuses the issue. 
The fact is that the Danish and Swissori- 
gins of the correspondents have nothing 
to do with their non-Jewishness. There 


are Danish Jews and Swiss Jews. The. 


muddling of religion with nationality 
and race has already caused enormous 
trouble in the world. Isn't it about time 


peace-loving country, and one which is 


see why Singapore was. branded as in- 
"sensit ovoc ive. and arrogant by. 
3 le visi 


In your issue of 9 October Nick. 
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.Sense among homo sapiens, 


‘tific 


[REvIEW, 16 Oct.] 





that we all tried to be careful about our 
arguments and terminology? 

The plain and simple fact is that the 
Jews are a religious group; no more, no 
less (despite Zionism, which itself rep- 
resents. politically. motivated confu- 


gions, 
around the world: they are nota nation. 
Likewise, the Jews are not a race. In 
fact, there are no races in a scientific 
as the 
Athens conference of Unesco experts 
on the subject resolved (clearly and 
explicitly) in 1980. 


Jewish, this would not pet se have rep- 
resented an endorsement of Zionism. 
At the same time, their origins and 
American citizenship do not rule out 
an endorsement cf Zionist objectives; 
they simply have nothing to do with 
it. 


made an effort to stop drawing irra- 


turn means support). 


New South Wales ^ A. M. Healy 


2 Passing the test 


The true test of whether or dit An 
Asian-American politician has arrived 





citizens of Delaware, this country's sec- 
ond-smallest, though first state in the 


tion of lieutenant-governor. Woo, a 
physics professor at the University of 


„Delaware, and a Democrat, was elected 
despite a landslide victory for the Re- 
publican President Reagan, and the 
election of a republican governor who 


had served as lieutenant-governor to 
the then. popular governor Pierre S. 


‘duPont IV. 


Woo's election is all the more re- 


markable for he was born in Zhejiang. 


province, and became a citizen by 
choice (as he likes to refer to himself), 
only in 1971. 


Delaware 
Qualifying roots 

According to your COVERSTORY on In- 
donesia [20 Nov.] the next president will 
have to be Javanese like Sukarno and 
Suharto, while commander of the armed 
forces Gen. Benny Murdani is unlikely 
to succeed to the palace, partly because 
he is less than 100% Javanese. May I 
point out that Sukarno's mother was in 
fact Balinese. 


Canberra Andrew Gosling 
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a deeply emotional chord among thos 
= Koreans genuinely concerned about th 
belong to most nation-states. 


sion). Jews, like members of other reli- 


by the Korean War in 1950 that result 


If the two correspondents had been’. 
| feigned insensitiveness to the feelings 


| Singing 
file 

“reacted to it by sniffing, deeply, seve 
- times, according to him. It seems, 
ever, that she must have taken gr 
pains to hold back her emotional o 
“pouring at that moment partly bec 
‘She, I suspect, felt it shameful to: 
such feelings openly (as is usual. wit 


It would be a help if commentators. : 


tional inferences from crude, unscien- . 
remises — no matter the extent to- 
“which politicians remain dedicated to 
the irrational and the illogical (which, . 
-after all, appeal to duco which in- 





-have made her love-dumb; where you 
men and women, almost choked wit 
damned communist theories, are | 


much less enjoy free contacts. 


: is whether he or she | 
can win in an area with no history or lit- 
tle familiarity with Asians. In 1984, the 7 


marty in North Korea. 
Union, elected S. B. Woo to the posi- | 
fundamental - differences 
"that have made the two Koreas tak 
- never-to-return path. Knowledgea 
- South Korean people are no more s 
prised by the stark reality that. the 





to deviation from the orthodox Korea 
This means that the two peoples 1 
the same language would not be able 


“cultural consistency of the two peop 


Carla Sydney Stone | 
| ^| cal about it because in North Ko 

those in power are using their cultu 

| assets or the spirit of culture itself as à 








Mountain of difference 
Aidan : Foster-Carter’s mount 


episode [GUEST TRAVELLER'S TALES 
16 Oct.] was impressive enough to str 













































already fatal crack in the ideologi 
homogeneity of Korean people caus 


in the tragic halving of the Kore 
peninsular into the democratic Soi 
and communist North Korea ever sinc 

I, for one, find my heart aching in 
newed- sympathy as I come to bro 
over the North Korean tourist guid 


love that dominated the theme of: 
song Yesterday that Foster-Carter | 

while they were walking Ind 
own the mountain. She ; 





Korean women) and partly becau: 
North. Korea's closed society migl 





even allowed to choose their partne 


_ That saddens my heart. What | 
hell is this crazy irony fed by the co 
munist North that has the nerve to de 
its youth human dignity and freedom 
am just dumbfounded by the pain 
fact that they must get permission 


All this: again wakes me ip to 
in ideolo. 


guage and its usage by North Ko 
deople are already way down the ro: 


understand each other in the futi 
Foster-Carter is optimistic about . 


by saying, "Yet culture will out, e 
despite history." But I have to be sce 


expedient tool for further indoctrin: 
tion of their people with communist id 


logies. The notion of culture is such a di 
ferent and twisted story in North Korea 
Seoul | ! 


Pseudonyms are accepted. but letters. in- 
tended for publication in these columns 
must bear the.writer's signature and address: 







naan UR will be held in Dhaka from 19th January t si 22nd iem 1987. 
a met forum, will consist of a series of discussions between locat Ponsa of industrial 





ae in that order of pr eference. 









T The sectors represented i in the projects ai are (a) agro-based industries, (b) chemi- 

al, pharmaceuticals and allied industries, (c) engineering ‘industries, (d) glass, 
ceramics . and other non-metallic mineral based. industries, (e) leather and rubber 
based industries 9 electric and electronic industries. 


ke ee to register themselves inthe prescribed f form available : 
5 address by Sth January, 1987. 


“Viena In ferka tional Cen tre: 
0. Box 300 A- 1400 Vienna - 
- Austria, Telex No. 13561 2 
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AIT [mns werk mmm mmm THIS WEEK  !!becember 1986 Vol. 134 No. 50 THIS WEEK vor eme] 


China's long-dormant industrial giant, is 

awakening. The promise of the city as one of the 
brightest commercial stars of a new China never really 
| came to fruition. A central government, suspicious of the 
| city's capitalist past, forced it to turn over a disproportion- 


NU. ate share of its earnings, stifling development. But times 
"d ^4 are changing, with Shanghai emerging to take advantage of 
(e. financial reforms and a more relaxed government attitude 
PONE AN to industrial management. Reform-minded Peking is re- 





leasing a greater percentage of Shanghai’s own revenues 
for infrastructural plans, an interbank market is taking 


shape and a reborn Bank of Communications will introduce competition into 
the banking business — pointing to a new lease of life for China’s largest city. 
Peking bureau chief Robert Delfs reports on the awakening of the long-dor- 


mant dragon. Pages 82-86. 


Cover illustration by Chan Kau. 





Page 16 

The unsuccessful attempted return 
home by Taiwan’s exiled dissident 
leader Hsu Hsin-liang before the 6 De- 
cember elections results in the worst 
political violence. in Taiwan since 
1979. 


Page 18 

Soviet leader Gorbachov’s first state 

visit to New Delhi solidifies Indo- 

Soviet political, economic and techni- 

cal ties. Prime Minister Gandhi sup- 

ported Moscow’s nuclear-arms po- 
“cies and getting assurances of in- 
reased Soviet military assistance. 


Page 20 

Sabah’s former ruling party merges 
with the dominant United Malays Na- 
tional Organisation to change the face 
of West Malaysian politics. 


Pages 29-30 : 
North Korean tunnels continue to 
pose a threat to the South’s security, 
officials monitoring the activities say, 
while at the same time Seoul is work- 
ing out a response to a threat from a 
. planned giant dam across the border. 


48-50 

The Philippine Government and com- 
munist insurgents initial a cease- 
fire agreement which both sides indi- 
cate is largely tactical, while the mili- 
tary, having helped oust defence 
minister Juan Ponce Enrile, is seeking 
a larger say in government. 





52 
Reaction to the brief visit of the Israeli 
president to Singapore in November 
still reverberates around Asean. 


Pages 64-65 

The on-again off-again Malaysian na- 
tural-gas pipeline project has been of- 
ficially put on hold for about two years 
— with Singapore's determination to 
pay no more for Malaysian gas than it 


does for oil from its own refineries, a 


key factor in the decision. Meanwhile, 
Singapore is looking to Indonesia as a 
source of gas and weighing up the op- 
tion to coal-fired power generation. 


66-67 

Singapore adds up its exposure to the 
now-closed National Bank of Brunei, 
formerly controlled by Khoo Teck 
Puat. In London, rumours that Khoo's 
shares in Stanchart are for sale can- 
not be confirmed and it is unlikely that 
his major hotel holdings in Australasia 
will be sold. 


68 
The latest Gatt report on Asian trading 
patterns may give ammunition to 
North American protectionist senti- 
ment. 


Pages 70-71 

Flourishing Australian biotechnology 
research centres are looking for com- 
mercial backing to develop and mar- 
ket their discoveries. 


Page 98 

Hongkong giant Jardine Matheson 
Holdings restructures to ward off pre- 
dators and improve its finances. 


Page 103 

The New Zealand stockmarket con- 
tinues to thrive on takeover and 
merger activity despite warnings of 
a weakening economy. 


TAS (HTTP 
~ 13" Pi 

bs PUT 
"Vi th 4 4 


VO ros ae LLL 12) Ri 22 





—— 
ee TEL fi 





ZE En 7 05 
A | f. M hj 5i i A a 
n 4 1 n Ue L 3n N © aie 
ee zs dig Ma T nae er VS 49H 
-ma nen Satoi 5 ee 





REGIONAL AFFAIRS 


Taiwan: Barricaded tarmac 
KMT divides to rule 
india: With guns and goodwill 
Thrust on trade 
Malaysia: Sabah baton change 
Korea: Monitoring the moles 
Tuming back the flood 
Going down through history 
Burma: Choosing losing sides 
Foreign relations; Staying ‘just friends’ 
Siddhi, the old champion 
indonesia: Hail to the late chief 
South Korea: A policaget-together 
Philippines: Please hold your fire 
A delicate balance 
China: A challenge to reformists 
Asean: Enough of a lesson 
Better late than... 





$g9mv2Z5559ego929ms 





ARTS & SOCIETY j 
Festivals: Glitches and glitter on the AN 
culture crusade r T 
Rajiv's vision: out of the museums, into 
the streets 


Auctions: A catch for connoisseurs 


BUSINESS AFFAIRS Nr. 
Energy: Nothing in the pipeline in $- 
Kusslumpur s x37 1 S I : 
Fuel to the fire in Singapore ——_ ME 
Finance: Picking up the pieces in Singapore —— I 
The Australian factor —— EE TOME 
Trade: Dangerous goods figures ——________ 2 
Industry: Cloning around Down Under — ^ 
Growing a money tree ——______ P 
Markets: High-floating business in Tokyo 
Shipping: Korea Inc. to the rescue —________ NE 
Cover story: The long march back in T 
DIOE AEC A Ar aS rie a 143 
Competition returns to spice the local A 
MMEACO ks o ISS RE Fa Ar 
China's major cities join the interbank A 
"po, EST es EER MET SEES E a a 
Auspicious beginning — — — —— — —— —— "f 
Companies: Defence in depth in Hongkong —— — 98 | | 
Banking: Exchange of face in Malaysia 100 | | 
Offshore salvation in Canada —— — — — —— 1 
Markets: Consolidation boom in | 
Wellington ss Él IH 





REGULAR FEATURES : 
Letters di 
Briefing 

Intelligence 

The Week 

The 5th Column 

Traveller's Tales 


Economic Monitor: South Korea ———______ m 











12 


REGIONAL 


Minister defends Suharto 
family imports 


Indonesian . 
Minister Bustanil Arifin said 
on 29 November the country's 
highly controversial import- 
monopoly system was designed 
not for the benefit of people 
close to President Suharto, but 
for maintaining stable domes- 
tic prices for items like clove 
(used for making cigarettes), 
wheat flour, sugar and animal 
feeds. He was making the first 
official response to recent 
foreign press articles expos- 


. ing the Suharto family's in- 
- volvement in exclusive i 


ports 
of key commodities and indus- 
trial raw materials. 

Arifin said that some profit 
from the imports also went to 
special “presidential funds" for 
aiding social-welfare projects 
and transmigration. His re- 
marks followed shortly after 
Suharto gave a cheque of Rps2 
billion (USS1. 36 million) from 
this fund as collateral for bank 


| loans for helping Bali's handi- 


craftsmen. In the most glaring 
case, clove imports, Arifin said 
its unrestricted import could 


hurt domestic production. 


— Shim Jae Hoon 


Ershad reshuffles cabinet 
after lifting martial law 


. Bangladesh President H. M. 


Ershad has appointed Minister 
of Law and Parliamentary Af- 
fairs A. K. M. Nurul Islam as 
his vice-president and named 
six new ministers in a 30 
November cabinet reshuffle, 
his first since lifting martial law 
on 10 November. Nurul Islam 
will retain his old portfolios. 
Five cabinet ministers and a 
deputy minister — Ershad’s 
own sister-in-law Mamata 


Wahab — were dropped, while 


former home minister 
Mahmudul Hasan is tipped for 
Overseas assignment. Four new 
state and five deputy ministers 


.| were appointed. 


— S. Kamaluddin 


Malaysia eases secrets 
act amendments 
Three days before its almost in- 
evitable endorsement by parli- 
ament, the Malaysian Govern- 
ment on 2 December withdrew 
controversial amendments to 
the Official Secrets Act. The 
E uet immediately ta- 
led another version which re- 
duced areas of secrecy to 
cabinet and state government 


Cooperatives | 


documents, defence ar d inter- 
national relations. Federal- 
state relations, admin strative 
recommendations, the econ- 
omy and official tencers are 
now free of the secret samp. 
The amended version also 
introduces a provision for the 
defence of a public officer 
against conviction, while a 
third alteration brings < c cosme- 
tic change: that public officers 
who may classify documents as 
secret will first be authcrised to 
do so by a cabinet mirister or 
chief minister. The earlier 
amendments had given this 
task to just *any member of the 
administration or a public of- 
ficer" of the relevant m nistry. 
The government's move fol- 
lows months of escalatiag pres- 
sure from lawyers anc public 
interest groups, but does not 
seem to be a response to this 
pressure. — Suhaini Aznam 


Aquino makes further 
changes to cabinet 
Natural resources minister Er- 
nesto Maceda and public works 
minister Rogaciano Mercado 
have followed sacked defence 
minister Juan Ponce Errile out 





the door of President Aquino’s 
cabinet. 
Aquino did not dwell on 
reasons when announciag their 
departure on 28 November, 
following her demand frve days 
earlier for “courtesy resigna- 
tions” from all 27 cabinet mem- 
bers. However, awkward 
stories of favouritism had hurt 
both men especially as they 
came into government without 
many protectors (Maceda lived 

for many years in the Us). 
Philippine Nationa’ Bank 
president Vicente Jayne be- 
comes the new natural re- 
sources minister and the highly 
regarded deputy agriculture 
minister Carlos Dominguez 

will take over public works. 
— James Clad 


BUSINESS 


Herald and Weekly Times 
accepts News Corp. bid 
With only five hours between 
the announcement and dead- 
line of the offer, Australia’s 
Herald and Weekly Times 
HWT) board agreed to accept 
Slog bettered) a3 December 


"bid by media tycoon Rupert 


Murdoch's News Corp. for 
HWT's newspaper and TV sta- 
tion chain. News Corp. offered 
A$12 (US$7.80) a share, or al- 
ternatives in News Corp. 
shares and convertible notes, 
giving the deal a maximum pos- 
sible cash value of A$1.8 bil- 
lion. At A$12 the offer gives a 
premium of A$3.60 on the 
share price prior to the an- 
nouncement. 

The bid is Murdoch's sec- 
ond for the HWT empire, once 
run by his father, which now 
holds major newspapers in Mel- 
bourne, Brisbane, Perth and 
Adelaide, and TV stations in 
Melbourne and Adelaide. A 
1979 bid was defeated by inter- 
vening rival media giant Fair- 
fax. Among those standing to 
gain are raiders Ron Brierley, 
with 12% of HWT, and Robert 
Holmes à Court, with 10%. 

— Hamish McDonald 


Tokyo offshore banking 
predictions 


mus ph, new offshore banking 
market attracted an estimated 
US$55 billion worth of deposits 
immediately after it opened on 
] December — roughly twice 
the level predicted by bankers 
(REVIEW, 4 Dec.). Finance 
Ministry officials said they had 
issued licences to 181 financial 
institutions to operate offshore 
banking units. The number in- 
cludes 69 out of the 79 foreign 
banks with branches in Tokyo 
as well as Japanese city and re- 
gional banks. Press reports on 
the market's first day of opera- 
tions said deposits were mainly 
denominated in US dollars, not 
in yen. — Charles Smith 


Malaysian bank chairman 
divests own holdings 

Kuala Lumpur-based Antah 
Holdings and Japan's Tokai 
bank have each acquired a 20% 
stake in Arab-Malaysian Mer- 
chant Bank from its chairman 
and majority shareholder, 
Datuk Azman Hashim. Upon 
completion of the sale — which 
is subject to approval by the 
regulatory authorities 
Azman will hold a personal 


stake of 15%, and 45% will be 
held by Arab-Malaysian Deve- 
lopment Bhd., a company con- 
trolled by Azman. Both Antah 
and Tokai are buying 14 mil- 


lion ordinary shares at M$1 
each, and M$8 million (US$3.1 
million) in 11%-unsecured 
convertible subordinated loan 
notes. Antah — which is a pub- 
licly listed company — is to an- 
nounce a rights issue soon to fi- 
nance the acquisition, which it 
says will cost M$80.6 million. 


— Nick Seaward . 


Tokyo approves 
railways’ restructure 
In what is considered the major 
domestic achievement , of 
Prime Minister Yasuhiro 
Nakasone’s administration, 
Japan’s parliament on 28 
November approved a series 
laws providing for the priv: 
sation of the heavily indebted 
state corporation Japan Na- 
tional Railways (JNR) 
(REVIEW, 23 Oct.). The corpo- 
ration will be restructured into 
six regional entities, while a 
seventh private company will 
take charge of JNR's nation- 
wide freight operations. 
Privatisation of the railway 
system is expected to take ef- 
fect on 1 April 1987, following 
establishment of a state entity 
to liquidate JNR's accumu- 
lated debt. Government 
sources have estimated that 
some 60,000 wokers out of the 
total labour force of 275,000 
will become redundant after 
the transfer to private owner- 


ship. — Charles Smith 
South Korean banks 
increase writeoffs 


South Korean banks wrote 
Won 950 billion (US$1.1 L. 
lion) during the first nine 
months of 1986, compared to 
Won 739.9 billion in all of 1985. 
The jump in writeoffs is mainly 
due to the government-forced 
mergers of financially ailin 
companies (involving 56 firms) 
this year. Worries about the 
banks’ performance have 
added to speculation that the 
central Bank of Korea will 
raise the interest paid on man- 
datory deposits held by the 
four commercial banks and two 
major state-run banks. The 
four private banks raised funds 
with new issues of shares on the 
stockmarket this year, but the 
new issues received scant in- 
vestor support, obliging the au- 
thorities to call on institutions 
to buy up the new shares to 
avoid embarrassment. 

— Paul Ensor 
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HEAD OFFICE: Beagle House, Braham Street, London El 8ER 
Tel: 01-488 1313. Tix: 883947 = | ne. 
HONG KONG AGENT: Swire Shipping (Agencies) Ltd., Hong Kong . 
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Herbert Kaufmann, 
Senior Vice President, E 
Correspondent Banking; and E: 
Hans Ueli Berger, © f 3 
First Vice President, 
Correspondent Banking; 
Montserrat Roetheli, — : 
Account Officer, . . E 
Correspondent Banking. 





Swiss Bank Corporation and correspondent banking: 


Some of our best customers are other banks. 


Financial strength, competible technology, Swiss Bank Corporation's high product 


personalised service and flexibility reliability, our multilingual account 

are what you look for in a correspondent officers are fully equipped to provide you 
bank. with the efficient, personalised, quality 
We at Swiss Bank Corporation are Service you want in a correspondent 
traditionally committed to providing banking relationship. 

correspondent banking sarvices Swiss Bank Corporation—your depend- 
to financial institutions around the globe. able partner for correspondent banking 
Assisted by the latest tecanology in Switzerland and abroad. 


in all our operations and backed by 


Swiss Bank Corporation 
Schweizerischer Bankverein 
société de Banaue Suisse 





The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in C4-8022 Zurich, Paradeplatz 6. Over 200 offices th roughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angdes, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: 
Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 

Lintas Zürich SBV 1586/1 
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{ INTELLIGENCE 


PACIFIC PRESSURES 


Diplomats have described as 
“heavy-handed” French efforts to 
weaken Asian support for the UN 
General Assembly resolution, passed 
on 2 December, which reinscribed 
New Caledonia as a non-self- 
governing territory. The resolution, 
which urges referral of New 
Caledonia to the UN Decolonisation 
Committee, won about 30 co- 
sponsors, including Vietnam, Japan, 
the South Pacific Forum countries 
and all Asean members except 
Thailand, It was passed 89-24 with 34 
abstentions. French diplomats 
attempted to draw attention away 
from Kanak grievances in New 
Caledonia by making allegations of 
poor treatment by key sponsors 
\ustralia and New Zealand of their 
—.wn indigenous populations. The 
French also warned Manila that its 
co-sponsorship of the resolution 
would negatively affect French 
opinion in *Paris Club" deliberations 
on better repayment terms for the 
US$26 billion Philippine foreign debt. 


POWER SALES SLUMP 


The Lao economy, already battered 
by a combination of stagnated export 
earnings and rising external debt, 
may be dealt another serious blow by 
a projected plunge in the value of 
electricity sales to Thailand. 
Averaging US$30-31 million a year 
during 1985-86, or roughly 75% of 
the country's total export receipts, 





Five men and three women were arrested 
in Canberra and Sydney in connection with a 
car bomb explosion outside the Turkish Con- 
sulate in Melbourne recently. A 24-year-old 
man was charged in Brisbane for threatening 
to murder Pope John Paul (26 Nov.). 


BANGLADESH 

President H. M. Ershad reshuffled his 
cabinet and appointed a former judge, Nurul 
Islam, as the country's first vice-president 
since 1981 (30 Nov.). 


HONGKONG 

The board of the Hongkong Bank an- 
nounced the appointment of William Purves 
as executive chairman to succeed Sir Michael 
Sandberg on his retirement (26 Nov.). A 
group of 11 Taiwanese dissidents arrived after 
being barred from a Taipei flight (30 Nov.). 


INDIA 


Union Carbide Corp. made a conditional 


offer to maintain US$3 billion in assets to 
cover damages from the Bhopal disaster in 
which 2,347 were killed (27 Nov.). Sikh ex- 
tremists dragged Hindu passengers from à 
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such sales were linked to an 


| automatic price escalation agreement 


that expired in September. Given the 
international oil-price slump since 
early 1986, plus speculation that 
Bangkok is unlikely to pay 
substantially more than its own 
electricity-production costs, it is 
estimated Laos’ revenue from this 
vital source could be cut by as much 
as 50% under the new agreement 
now being negotiated. 


NEW POLLS FOR OLD 

miis Bangladesh may 
i | hold new 
parliamentary 
elections by the 
end of next year. 
President H. M. 
Ershad and - 
leading 
QW oppositionist 
AVENA Khaleda Zia may 

WU accepta 
| compromise 

which would see Khaleda's party, the 
Bangladesh Nationalist Party 
— which boycotted the 7 May 
elections — take part in a poll next 
year, while dropping its former pre- 
condition that Ershad first resign. The 
compromise, which would restore 
Ershad's electoral credibility, could 
be acceptable to the government 
which has been unhappy with the 
presence in parliament of the other 
opposition party, the Awami League. 
The ruling Jatiya Party believes it 






bus in northern Punjab and massacred 24 of 
them; another eight were injured (30 Nov.). 
Villagers outside New Delhi rioted to protest 
against the massacre (7 Dec.). Authorities in 
New Delhi placed the army on alert after 
rioting Hindus sacked Sikh homes and shops 
in a backlash to the massacre (2 Dec.). 


MALAYSIA 

The High Court rejected an opposition 
move to launch contempt proceedings 
against the prime minister for his remarks in 
a magazine interview about the country's 
judiciary (28 Nov.). Prime Minister Datuk 
Seri Mahathir Mohamad called on the Peo- 
ple's Action Committee in Johor to halt 
demonstrations against the recent visit to 
Singapore by Israeli President Chaim Her- 
zog ( 0 Nov). 


PHILIPPINES 

The government and communist rebel 
negotiators signed an historic 60-day cease- 
fire agreement (27 Nov.). President Corazon 
Aquino dismissed the natural resources 
minister Ernesto Maceda and public works 
and highways minister Rogaciano Mercado 
(28 Nov.). Police placed two soldiers under 


could still retain a majority in a new 
election. 


IRONS IN THE FIRE 


Among the foreign businessmen who | — 
tried to tap North Korean markets x: 
during Pyongyang s brief flirtation 
with more economic openness last - 
year was Australian iron-ore 
magnate Lang Hancock. Discussions 
were opened about supply of iron ore | 
to a new steel mill in North Korea, to | 
come from Hancock's proposed s 
Marandoo mine in Western 
Australia. Since North Korea’s 
switch back to its former policies, the | 
deal has got no further. But though 13 
Hancock now looks to a counter- ^ | 
trade order from Rumania to openup | 
his mine, neither side has formally __ É 
ended the talks. Canberra would not. | - 
block sales to North Korea, but given — » 
its strong trade ties with South Korea |. 
would not actively assist. EC 


STOPPING THE ROT P 
Vietnam has told the IMF thatthe | 
roughly 80% devaluation of its AW 
currency in early November was E 
aimed at combating a massive annual | | 






inflation rate running to 700%, and at ~ 3 

restoring some discipline to its M 
battered economy. Hanoialso — — |. 

wanted to put its economic housein | 


order for fear of losing vital economic | 
aid from the Soviet Union. The | 
devaluation from Dong 15:US$1 to 
Dong 80:US$1 was the second major | 
parity change in 14 months. | I 


E 


arrest as suspects in the murder of prominent E. 
leftwing labour leader Rolando Olalia, it was | E 


reported (7 Dec.). 4 


SOUTH KOREA A 
Dissident Kim Dae Jung was placed |. 
under house arrest and the office of his sup- | 
porters sealed off to prevent them preparing : 
a major opposition rally against the govern- | - 
ment, police said (26 Nov.). Opposition | - 
leaders vowed to fight on after an over- | 
whelming show of force from police | — 
thwarted plans for a huge protest rally in | | 
Seoul (29 Nov.). E 1 
RU 

TAIWAN EM 
Riot police and stone-throwing demon- | 
strators welcoming home a dissident leader |. 


clashed at Taipei's international airport. The | 





dissident, Hsu Hsin-liang. was not on the | | 
flight (30 Nov.). | 1 


THAILAND | 

King Bhumibol Adulyadej commuted to | 
life imprisonment the death sentence im- |. 
posed on a suspected communist guerilla | 
leader. according to a senior official of the | — 
Interior Ministry (7 Dec.). ie 
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Exiled oppositionist fails to retum home 


Barricaded tarmac 


By Carl Goldstein in Taoyuan 


T attempt by dissident leader Hsu 
Hsin-liang to come home from seven 
years of exile in the US set off the worst 
political violence Taiwan has seen since 
1979, as thousands of demonstrators 
clashed with troops at Chiang Kai-shek 
International Airport in northern 
Taiwan. 

The Taiwan Government managed 
to thwart Hsu's repeated attempts to get 
back before the 6 December elections, 
but the massive mobilisation of troops 
to keep one man out of the country dis- 
played all too clearly the ruling 
Kuomintang's (KMT) fear of the 45- 
year-old oppositionist's enduring popu- 
lar appeal. 

On 2 December, Hsu touched down 
on Taiwan soil for the first time since 
1979 on a Philippine Airlines flight from 
Manila. It was a brief visit, however, as 
police surrounded the plane on an iso- 
lated part of the tarmac to prevent him 


| from disembarking — despite an out- 


standing warrant for his arrest on sedi- 
tion charges issued in 1980 — and sent 


| | him back to Manila on the same aircraft. 


Hsu's earlier attempt to get back had 
failed on 30 November when Cathay 
Pacific Airways and other airlines in To- 
kyo bowed to Taiwan's pressure and re- 


- | fused to allow him and some of his 60-odd. 
_ | followers to board Taipei-bound flights. 


| KMT divides to rule 


B Oppositionists square off to each other as well as ruling party 


W hile incessant rain helped dampen 
public enthusiasm. in the Taipei 
area during the run-up to the 6 De- 


| cember national election, the southern 


port city of Kaohsiung lived up to its 


p | reputation for a more no-holds-barred 


brand of politics. Much of the fireworks 


| came as opposition politicians con- 
.| fronted each other with as much gusto 
| as they did the ruling Kuomintang 


| (KMT). 





On a certain level, some of the 


ve | grandstanding was not to be taken too 
| seriously. At the same time, the cam- 


paign featured a level of political vio- 
lence which, though mild compared to 


| some other countries in the region, 
| shocked many people and raised con- 
. cerns about Taiwan's political maturity. 


Voters were to choose 73 new mem- 


y | bers of the Legislative Yuan, the highest 


law-making body, and 84 members of 
the national assembly, which elects the 
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That same day, a cordon of more 
than 3,000 troops surrounded the Taipei 
airport to prevent thousands of Hsu 
supporters from gaining entrance to 
welcome him home. In the course of the 
day-long corfrontation at the airport's 
main gateway, troops used tear gas and 
water cannons to repel attempts by 
some in the crowd to break through the 
barbed-wire barricades. At least 30 
police vehicles were wrecked and sev- 


Hsu: Taiwan's ‘Benigno Aquino.’ 





president and vice-president. Both 
bodies are heavily dominated by KMT 
members elected before the communist 
victory on the mainland in 1949, 

Sharp divisions within the opposition 
called into question its ability to offer 
the electorate a convincing alternative 
to the KMT. There was a clear split be- 
tween candicates nominated by the 
newly established Democratic Progres- 
sive Party (DPP) and independents, 
whose candidacies promised to divide 
the available votes and ensure the con- 
tinued dominence of the ruling party. 

The DPP’s hopes of substantially in- 
creasing its representation in the Legisla- 
tive Yuan from its current six out of 323 
were threatened by attacks on its candi- 
dates by othernon-KMT politicians. An 
important par: of the ruling party's elec- 
tion strategy island-wide has been to 
leave at least one seat open to non-KMT 
forces in each election district. While 


eral policemen were injured by rocks 
thrown by protesters. 

Several hundred riot-equipped avia- 
tion police inside the terminal guarded 
the entrances to customs and immigra- 
tion areas to prevent a repetition of a 14 
November incident, when 100 op- 
positionists seeking to welcome an ad- 
vance party of seven other returning dis- 
sidents burst into the restricted custom 
area (REVIEW, 4 Dec.). š 

The scene had the look of a war zone 
for a time, as both demonstrators and 
security forces suffered the effects of the 
gas. 

The welcome party was led by Hsu’s 
younger brother and an opposition 
Democratic Progressive Party (DPP) 
candidate for the Legislative Yuan from 
Taoyuan, Hsu Kuo-tai. Taoyuan was 
the elder Hsu’s home political base. Hsu 
Kuo-tai said: “It’s our responsibility to 
help my brother come home safely, so 
that what happened to Benigno Aquino 
doesn’t happen here.” 


Te elder Hsu has sought to portray 
himself as Taiwan’s Aquino, assert- 
ing in numerous interviews in the last few 
months that no sacrifice — even death 
at the hand of KMT assassins — would 
be too heavy a price to pay for bringing 
democracy to Taiwan. He enlisted 


this was publicly described by KMT offi- 
cials as indicative of the ruling party’s 
commitment to political pluralism, 
analysts said it served to promote a split- 
ting of the anti-KMT vote in each dis- 
trict and protect the, party’s overall 
doni nance. 

In some cases, the KMT quietly sup- 
ported the candidacies of non-party 
members, either providing money or 
simply preventing local KMT politicians 
from standing for election. In other 
cases, splits within the opposition made 
such tactics unnecessary. 

In Kaohsiung, the opposition could 
realistically expect to hold on to its one 
seat — occupied by respected lawyer 
Chang Chung-hsiung — in the Legisla- 
tive Yuan. But with two DPP and one 
non-DPP candidates running, the vote 
will be split, with the main beneficiary 
certain to be the KMT. 

As well as divisions between the op- 
position factions, fissures were appear- 
ing in the uneasy partnership between 
the urban, more ideologically minded 
activists who make up the bulk of the 
DPP in Kaohsiung and the Yu family of 
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X him home together 
tinent lawyer and liberal ac- 
mard Weinglass, but was 
n by several congressmen he 
d hoped would come with him. 

he violence at the airport gateway 
‘was the worst since a December 1979 






ippressed by security forces, lead- 


ti 977 w 
zine. group that or- 


US at the time. 
tment granted him 
80 after Taiwan 





Sinty;: a politicál duse 
5 iginally by patriarch Yu 


:ng-fa, now 85 years old, which has 
minated local politics for more than 


NK E. KMT has long been an able 
k practitioner of local factional politics by 
| basing its organisation around the island 
 on-the traditional native Taiwanese 
land-owning families. The Yu family is 
unique in giving anti-KMT forces a simi- 
lar power base, one that has held the 

|. reins of local government and often pro- 


. vided family members to represent the: 


county in the national or provincial gov- 
ernment. 


‘he current county chief; Yu Chen 





Her own daughter is a provincial as- 
semblywoman, while her 27-year-old 
son, Yu Cheng-hsien, is running this 
year as a DPP-nominated candidate for 
the Legislative Yuan. 

Although the Yus have in recent 
years taken on the rhetoric of the oppo- 
sition; they remain primarily concerned 

. with the distribution of power at the 





| sociated with a variety of Tai aiwanese po- 


"human- rights day" rally in Kaohsiung: 
| the arrest of most major opposi- 
leaders. Hsu, who had been elected 


f of the. Taoyuan ! county govern- | 
leading member of | 


h sedition i in connection 


~-Yue-ying, is Yu's daughter-in-law.. 





litical groups in the US which advocate 
independence for Taiwan. Most re- 
cently, he declared himself head of 
the newly formed DPP’s overseas 
branch, though the Taiwan leadership 
of the new party pointedly declared 
that no overseas members had yet been 
chosen. 

As expected, Hsu’s attempts to re- 
turn home caused intense problems for 
both the government and the DPP. The 
KMT was in the peculiar position of re- 
fusing to arrest a man wanted on sedi- 
tion charges when the opportunity pre- 
sented itself. KMT sources said the gov- 
ernment decided the short-term dam- 


-age resulting from any problems at the 


airport was preferable to the likely con- 
sequences of either arresting him, thus 


creating a continuing rallying point for- 


the opposition, or even worse, letting 


nn THIS WAY 
YOU DON'T GET 





local level. The new generation of op- 


positionists have attacked the Chiang 
family's decades-long grip on power 
through the KMT. As a result, they are 


. uncomfortable in the marriage of con- 


venience with the Yus, whom many 
consider just another feudal, family po- 
litical group. 

The young Yu Cheng-hsien's lack of 
experience and qualifications make him 
a tempting target. Su Hui-chen, a 30- 
year-old. graduate student, returned 
from the US to run for the same seatin 
the Legislative Yuan. Although.she is 
not thought to have much chance against 
the Yu family name, the enthusiastic at- 
tacks she and her chief backer, provin- 
cial assemblyman Wu. Tai-ching, are 
aiming at Yu the candidate and Yu the 
family representative are likely to-have 
some effect. 

The violence which has surprised lo- 
cals has been aimed almost exclusively 
against the KMT. Supporters of DPP 
national assembly candidate Huang 
Chao-hui had led an egg-throwing at- 
tack on Kaohsiung KMT headquarters 
after some. of his campaign literature 
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action against those found respons 
satisfaction among party act 


 visioned as a last-minute bid to get 


one could remember when a similar i 






peared higher than the authoriti ei 
expected. The effort to bar his ent 
quired a massive show of police 
a time when the KMT is trying | 
international public-relatio | 
for its liberalism. On 15 Octobe 
party had announced its intention 
martial law and the longstanding ba 
opposition parties. The violence 
red just as a large co: en 
pressmen and ers 
riving to watch the lections. | 











































































airport threatened to damage ' h eD 
electoral prospects. It also. v 
existing splits with the new part 
main DPP leadership — many of wh 
came to prominence as defence la 
in the 1980 Kaohsiung incident tri 
not only regard Hsu as a threat to th 
own: political: ambitions, but also 
trust his sometimes-extreme- Of 
Because of his support within the o 
sition's rank and file, however, 
DPP leaders were. forced to put in 
pearances at the airport - om 
November: Ps 
After violence erupted, the D 
central standing committee issued | 
statement on 1 December condemnin 
the destruction of the police vehicle: 
and urging the authorities to take | 


This in turn drew public denu 
from Hsu Kuo-tai and caused strong c 


DPP also cancelled a pla ries 
election rallies — which had bee en 










message across to’ the. electorate 
for fear that fresh. violence. migi 
place. 


had been anfen by election’ con 
mission officials. On 23 November, 
bombs were flung at the wall surrounc 
ing the headquarters. No damag 
done by the devices, desc ribed by 
as small, homemade. pipe bombs, but no 








cident had occurred. No group or ind 
viduals claimed credit for the attack. _ 
As election day neared, the KMT 
walled compound in downtow 
Kaohsiung took on a fortress-like 
pearance, with barbed-wire barriers 
backed by uniformed and plainclothes 
police guarding access to the site. C 
KMT chief Wu Wan-lan played down 
the violence, saying it was no great 
than in past years, and seemed mo 
troubled by the virulence of the verbal 
attacks on President Chiang Ching-kuo 
by some opposition candidates. Typical 
of these were the utterances of m 
DPP opposition candidate Su Chiu- 
chen, who has been ceremoniously 
burning KMT flags and threatenin 
slaughter a pig at his rallies to sym 
"the impending. demise ot the 
ence | [: 
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With guns and goodwill 


Gandhi arid Gorbachov firm up friendly relations 


By Salamat Ali In New Delhi 


S oviet leader Mikhail Gorbachov's 
recent state visit to India — his first 


_ since assuming the top position in the 
Kremlin — brought the two countries 


closer together. 
But as Gorbachov and his host, In- 


dian Prime Minister Rajiv Gandhi, 


spent more than 10 hours in exclusive 
personal discussions with only one 


= |. Soviet interpreter present, it is not clear 
| how the two agreed to harmonise their 


national goals — Gorbachov's aim of 
entering the 21st century with an Asia- 


.| Pacific security plan and Gandhi's 


avowed objective of enfering the era as 
the leader of a powerful country prosper- 
ing economically through transfers of 
sophisticated technology from the West. 
The joint declaration at the end of 
the visit was high on mutual praise and 


 . rather indirect in its criticism of the 


policies of other powers not to the liking 
of the two. The condemnation of Wash- 
ington's space-based Strategic Defence 
Initiative, or Star Wars, was not half as 
strong as the approval of the rival Soviet 
view. Referring to the October super- 

wer summit-style meeting at Reyk- 
javik Gandhi praised the Soviet leader 
as a "crusader for peace." 

In New Delhi Gorbachov brought up 
his proposal for an Asia-Pacific security 


— | plan to be discussed at a conference of 
- | regional powers including China and 


the US. The inclusion of the US arises 


. because apart from being a Pacific 


power, it has important political and 
economic interests in the region. The 


conference would also serve to recog- 
nise. the Soviet Union as an Asian 
power, for Gorbachov argued that one- 
third of the Asian land mass lies in the 
Soviet territory and the link between 
the east and west coasts of his country is 
through the Indian Ocean. 

However, .officials and Soviet 
academics accompanying Gorbachov 
left the implications of the security plan 
rather unclear. They merely repeated 
Gorbachov’s July speech at Vladivostok 
that there should be a conference of “all 
countries gravitating towards the [In- 
dian] Ocear" and “in the mould of the 
Helsinki Coaference." : 

Some analysts pointed out that the 
Helsinki Conference became possible 
because after World War II there was 
general agreement in Europe to pre- 
serve existirg national borders. On the 
other hand, the Asian experience has 
been different with many of the coun- 
tries in the region locked in disputes 
even on national identities. 

In response the Soviets remarked 
that they were in no hurry, were pre- 
pared to wait and would be content to 
enter the 21st century with some notice- 
able advance on the proposal through 
initial regional and sub-regional confer- 
ences evolving a broad consensus. Ob- 
viously Gandhi considered it safe to 
make India the only country so far to 
support the »lan at this early stage. 

To bolster the image of a peace-lov- 
ing Kremlin, Gorbachov refused to ob- 
lige the haw«s in the local press pushing 





him for support on the Sino-Indian te 

ritorial dispute and Indo-Pakistan im- 
asse. On India's relations with China 
e advocated a political dialogue and 

avoided commenting on rival claims. 


n Pakistan, he argued that both the 

Soviet Union and India were its 
neighbours, that Moscow had come to 
Islamabad's rescue at some difficult mo- 
ments and that Pakistan's rulers should 
reflect on their position to ensure nor- 
malisation in the Subcontinent or else 
the path would lead to *unpredictable 
consequences.” 

But despite such highly cautious 
public statements, the Soviets and In- 
dians have left none in doubt on their 
implicit opposition to the emerging US 
security policy in the region. The new 
dimensions of Washington’s policy are 
the build-up in the US Central Com- 


is for a hydroelectric project at a higher rate of interes 








‘Thrust on trade 


. | Economic cooperation is to be revamped 


. By Mohan Ram in New Delhi 


Er NA economic relations between the Soviet Union and India 

A have all but reached a plateau, talks during Mikhail Gor- 
bachov's visit were aimed at giving the relationship 2 new 
thrust. But the bilateral economic ties need restructuring, 
taking new realities into account, if their tempo is to b2 sus- 
tained until the end of the century. 

The Soviet Union's special relationship with India was 
dramatised during the visit with the announcement of two 
new lines of credit. The first, for Rb! 1.2 billion (US$1.75 bil- 
lion), is to be used by India for design and survey-work 
equipment, machinery and spare parts for Soviet-aided pro- 
jects. This is to be repaid in 17 years at a nominal annual in- 
| terest of 2.5%. 

E But an unprecedented feature of this loan is thzt the 
~ | principal and interest accruing to the Soviets can be used 
_ | for purchases from India or can be converted into US dcllars. 
E Thus for the first time repayment of a loan in a third country’s 
=~ | currency is stipulated. The second credit of Rbi 300 million 


. The economic and technical cooperation agreemet.. - 
signed during the visit covers these credits and affirms that 
the two countries attached great importance to expansion of 
cooperation in existing and new areas. Although an agree- 
ment in May 1985 sets the main directions of economic, trade 
and scientific cooperation between them until the end of this 
century, there are obvious limits to the relationship. 

India's ability to absorb the Rb! 1 billion credit announced 
last year and the latest credit of Rbl 1.5 billion depends on its 
ability to export more to the Soviet Union by way of repay- 
ment. The imbalance in trade, with the surplus continuously 
in India's favour, limits the expansion of the aid relationship 
unless there is a diversification and restructuring of the trade 
relationship. 

Indo-Soviet trade under the rupee-payment agreement 
began in 1953 and the two-way turnover has risen from Rs 60 
billion (US$4.58 billion) in 1976-81 to Rs 170 billion in 1981- 
85. India has had a surplus balance in 1981 and 1982 and the 
Soviet Union in 1983 and 1984. The gap is likely to have nar- 
rowed in 1985. But overall India is likely to have a surplus of 
Rs 25 billion for 1981-85. 

The Soviet Union will continue to be India's leading trade 
partner and the biggest buyer of its goods, 60% of these being 
manufactured items. The seventh five-year trade agreement 
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mand forces responsible for the Middle 
East and the Subcontinent and the rise 
in US capability in the Asian region to 
match the Soviet presence. India con- 
siders the continuing US bolstering of 
the Pakistani armed forces as a definite 
step in that direction. 

India indicated during Gorbachov's 
visit that the induction of sophisticated 
US arms in Pakistan and the latter's in- 
volvement in US Central Command 
manoeuvres were the major obstacle to 
normalisation of ties with Islamabad. 

In his address to the Indian Par- 
liament Gorbachov drew attention to 
the combined Indo-Soviet support for 
a UN decision for an international con- 
ference by 1988 to demilitarise the In- 
dian Ocean. In this context he offered 
to: | 
» Participate in any multilateral agree- 
mènt on the safety of air traffic over the 
Indian Ocean. 

» Sign any international convention for 
~ymbating terrorism. 


Gandhi: harmonise national goals. 








plied by the US to Pakistan. 

The details of the talks between the 
Soviet marshal and the Indian side are 
not yet known but it is widely speculated 
that Moscow has promised India to 
evolve a counter to the airborne radar 
system — the AWACS — which the US 
proposes to sell Pakistan in the coming 
years. This Soviet commitment is not 
conditional upon the US sticking to its- 
decision to supply Pakistan with the 
AWACS. 

It is not yet clear what impact these 
Soviet commitments would have on 
Gandhi's policy of diversification of In- 
dian military procurements, especially 
the induction of US military hardware. 
US Defence Secretary Caspar Wein- 
berger, during his visit to India in Oc- 
tober, had described Gandhi's moves to 
diversify as developing a “military re- 
lationship" with the US. 

It is too earl? yet to assess the full im- 
pact of these developments on the re- 
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Negotiate guarantees with all users of 
“the Indian Ocean for security of sea 
lanes, including the Straits of Malacca 
and Hormuz and the Gulf. 
» Guarantee the sovereignty of the lit- 
toral states over the natural resources in 
their claimed territorial waters. 
» Negotiate with the US and other 
countries on reducing the size and ac- 
tivity of naval forces in the region. 
» Negotiate with the US and concerned 
Asian states confidence-building mea- 
sures including notification of the move- 
ment of forces and military exercises in 
regional waters. 

On the bilateral level, an economic 
and technical cooperation agreement 
was signed. Further talks are to follow 
on the Soviet proposal to set up a joint 
research station in southern India for 
developing space technology and train- 
ing specialists, including cosmonauts. 


ims at an increase of up to 200% in turnover for 1986-90. 
~ wut there has been a severe setback in 1986. Three items 


The Soviets also offered the technol- 
ogy for super computers without the re- 
strictions the US has imposed for similar 
aid. Juri Morchuk, president of the 
Soviet Academy of Sciences and his 
deputy, Evgeny Velinkov, who have 
been involved in developing the Soviet 
super computer, are due to lead a dele- 
gation to India in January. While such 
technology would be primarily for 
peaceful use, it could also have military 
applications. 

Soviet armed forces chief^of staff 
Marshal Sergei Akhromeyev, who ac- 
companied Gorbachov, held talks with 
Indian defence officials resulting in the 
early delivery of MiG29 aircraft — 
which is not yet in service outside the 
Soviet Union — beginning this month. 
Starting with an initial delivery of 40 air- 
craft, the MiG29s are to be assembled 
locally and are considered by the In- 


gional security scene. But it is widely 
held that India discussed at some length 
its fears regarding Pakistan: the possi- 
bility of that country going nuclear as 
well as being drawn into the US 
strategic moves in the Arabian Sea. 
Gandhi pointed out in his official 
banquet speech that the Soviets have re- 
mained tried and tested friends in the 
Indians' hour of need. He also said that 
the relevance of the treaty with the 
Soviets had increased in the contempo- 
rary era. Finally on the eve of Gor- 
bachov's departure he said: *Our wide- 
ranging talks have raised our bilateral 
relations to a qualitatively higher level." 
What seems obvious in the short run 
is that unless there are drastic changes in 
Washington's security perception of the 
region, South Asia is in for an unpre- 
cedented arms race fuelled by the US 
and the Soviet Union. R) 


tates foreign investment linked to transfer of technology. 


(crude oil, fertilisers and non-ferrous metals) account for 
80% of Soviet exports to India. The sharp fall, of more than 
50%, in crude oil prices will reduce Soviet export receipts 
from India by Rs 3.5-4 billion. So even maintaining the 1985 
Soviet exports of Rs 46 billion for the current year is a daunt- 
ing task. 


Do the Gorbachov visit, the two countries agreed to 
expand the present basket of commodities for trade, 
which is indeed narrow. Discussions are to be held to work 
out long-term measures for strengthening bilateral trade. In 
the long run stepped-up Indian exports to the Soviet Union 
and other rupee-trade markets of Eastern Europe is possible 
only if India is able to import more from them and thus gener- 
ate rupees for the purchase of Indian goods. 

Analysts see the answer in diversification of trade, not 
only to correct the imbalance but also in view of the 
technological and structural changes in the two coun- 
tries. Gorbachov’s economic reforms open up a vast new 
market for the consumer goods and consumer durables 
India can produce and the Soviets could import with- 
out having to pay in hard currency. Prime Minister Rajiv 
Gandhi's accent on modernising Indian industry facili- 
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There are many areas where Soviet technology is claimed 
to have kept pace with the world. Indo-Soviet economic rela- 
tions were entirely at the state level in the past. But Soviet 
participation in India's private sector is now acceptable in 
principle if linked to technology transfer. During Gor- 
bachov's visit, Indian public and private firms and Soviet 
firms identified five joint ventures which would produce for 
the domestic markets and export to third countries. They 
cover turbo-hydel generators, X-ray apparatus, ventilators, 
welding equipment and colour TV sets. 

India's private sector has begun showing keen interest in 
trade and industrial collaboration with the Soviet Union. Mos- 
cow is likely to significantly increase its relations with India's 
private sector. The pattern of exports is likely to shift in 
favour of high value-added items while aid utilisation is likely 
to be directly linked with trade — co-production with buy- 
back arrangements and joint ventures in third countries. | 

The present rupee-rouble arrangement with the Soviet 
Union runs out in 1990 but neither side feels confident that it 
could be ended. Given India's balance-of-payments prob- 
lems, the rupee arrangement has its advantages. The 
surpluses can be liquidated through arms imports and the 
Soviet Union is India's main source of military hardware de- 
spite recent attempts at diversification. 
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dians to be far superior to the F16s sup- - 
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one for affiliation and two absentees. 

Nevertheless, delegates repeatedly 
cautioned against domination by penin- 
sula politicians, asking: “Will it be good 
for Sabah?” and reiterating that “we 
don’t want to be colonised.” Several 
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Sabah baton change 


Ruling PBS threatened by sudden appearance of Umno 


By Suhaini Aznam in Kuala Lumpur 


j? the name of protecting Muslim and 
bumiputra interests — and promoting 


peninsula-Sabah integration — the 


can afford to wait out the PBS’ full term 
of office for fear that the PBS by then 
would have become so entrenched that 


asked that federal posts in Sabah be re- 


served for Usno members. In seeking 
the merger, Usno leaders had staked 
their own reputations with party mem- 


bers. The rank and file remembered all 


too well that Usno’s downfall began 
with Umno’s support for Berjaya in 
1976, that Umno had helped expel Usno 
from the National Front in 1984, that 
Umno’s main target in 1985 was Usno. 

But now -the time was right. 
Mahathir had recently appointed two 
Usno MPs as deputy ministers. More 
importantly, the charismatic former 
chief minister and party leader Tun 
Mustapha Harun had returned from 
abroad after a long absence and was 
willing to support the merger. 


In an emotional farewell on 3^ 
November, Mustapha, 72, announce 
his retirement from active politics, witn 
the reassurance that “I leave you in the 
strong arms of Umno. I am confident 
Umno leaders, if they are sincere, will 
not let you and Sabah bumiputras 
down." 

Arguments that the presence of a 
ruling national party — the opposition 
Democratic Action Party already func- 


. | United Sabah National Organisation | it might be able to win another five-year | tions in Peninsular as well as East Ma- 
. | (Usno) voluntarily dissolved itself on 29 | term. laysia — augurs well for federal-state re- 
b... November to merge with Malaysia's do- Ironically, the Usno extraordinary | lations, are persuasive. Federal minis- 
_ | minant national party, the United | assembly which decided on the merger | ters will pay more frequent visits and 
= | Malays National Organisation (Umno). | coincided with a by-election in Sulaman | closer attention to Sabah and Sarawak if 
— | Overnight, Sabah's political equation | on 30 November in which PBS won the | these states form part of their con- 
— | hadchanged. traditional Usno seat. stituencies, it is argued. Umno's next 
= |  Itwasthe ultimate gamble for the 25- In reaction to the Usno-Umno | step is probably to expand to Sarawak 
_ | year-old Usno and an historic decision. | merger, the PBS — a member of the rul- | — “if conditions allow," confided an 
. | Since the formation of Malaysia 23 | ing National Front federal coalition led | Umno source, a euphemism for consent 
— | years ago, Sabah and Sarawak have al- | by Umno — has been guarded. Party | from Sarawak’s four coalition parties. 
= | ways had their own parties, with penin- | secretary-general Joseph Kurup Umno knows the risks. There are no 
E ) sular government parties pursuing a po- | promptly flew to Kuala Lumpur with a | guarantees that Sabah and Sarawak will 
- | licy of alliance rather than absorption. memorandum for Umno president, | accept a national party, admitted an 
ni For Sabah's ruling Parti Bersatu | Prime Minister Datuk Seri Mahathir | Umno source, who added “we mus 
- | Sabah (PBS), the move was plainly | Mohamad, which to date has not been | educate them" about its advantages. 
_ | threatening. Ever since the PBS swept | submitted. Federal leaders do not forget the double 
_ | to power in the 1985 state elections, i rejection of Berjaya and the National 
= | Usno and the vanquished Berjaya have [D soins Usno was a painful but | Front in 1985. 
- | carried out a war of attrition — through realistic decision, said an Usno Sabah Chinese reactions to the 
| | by-elections, court battles, street | source. It wes the party which brought merger will be vital as they form a large 
E marches and minor bombings — to try | independence to Sabah, by joining Ma- | urban block. Initially, the Chinese will 
— | to regain the oil- and timber-rich state. | laysia in 1962, then after an ignominous | almost certainly draw closer to the PBS. 
— | Now with the merger, PBS no long- | defeat in the 1976 elections, it failed to | If the’ Chinese feel threatened by 
- | er faces two manageable, state- | regain power in 1981, 1985 and again in | Umno's entry, the Malaysian Chinese 
_ | level rivals but the full weight of a neat- | May 1986. Members finally talked of a | Association and Gerakan might also 


ly-structured, well-financed and power- 
ful machine. 

The manoeuvre is a politically expe- 
dient means of trying both to control the 
PBS in the state assembly and nudge it 
out of office at the next state elections. 
The PBS is dominated by ethnic Kada- 


merger with Umno to ensure Malay- 
Muslim rule in Sabah once more, a plan 
that Umno itself nurtured. 

At first, :he mood at the two-day 
extraordinarv general meeting was 
strongly anti-merger. But hasty lobby- 
ing during tae long break for Friday 


have to reach out to Sabah. The PBS it- 
self had earlier toyed with the idea of 
merging with the Gerakan but did not 
go ahead. 

Usno leaders are quick to point out 
that the success of the merger is now in 
Umno's hands. If Umno is sensitive, 


| | zans, many of whom are Roman Catho- | prayers and distribution of pamphlets | grants some administrative indepen- 
E lics, including Chief Minister Datuk | explaining tne virtues of a merger | dence to Sabah Umno, retains Usno 
E Joseph Pairin Kitingan. In Kuala Lum- | over mere affiliation apparently turn- | leaders, and generally meets Usno's 








pur's eyes it is an uneasy state of affairs 
for a Malay-dominated Muslim coun- 
try. Neither Usno nor Umno feel they 


ed the tide. After more private lobby- 
ing, the votes the following day stood 
at 45 divisiors in favour of full merger, 


conditions, the chances of success are 
good. Otherwise, the merger could 
backfire. Oo 
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an IBM find you an Angelfish? 





(WANDA BAZAR PATRIKA LIBRARY 





Celebrat 
The Difference. 


It’s the first thing you’ll atmosphere end value. 


notice about the Hotel Sari Right :n the heart of 
Pacific. The natural spirit of | Jakarta’s Central Business 
friendly Indonesian District. With 500 spacious 
hospitality. Warm and airconditioned rooms, first 
captivating. class comforts, luxurious 
And, quietly in the restaurants. 
background, international It’s where you'll feel at 
standards underline home. And it makes a very 
everything we do. For a welcome change. 


refreshingly different style of 


Hotel fari Pacific 


The hotel with heart Jakarta 


| f n " 
M€ = E 

Tv. +r, - Jalan M.H. Thamrin 6, P.O. Box 3138 Jakarta 
" EET irr Tel.: (021) 323707 Telex : 44514 HTLSARI IA 

TEC WEE Fax No.: 32365 

wr wy we we ax No.: 323650 

hr LLLE For reservations and mformation, please call: 
ee ee 
a meme ea Sydney, Australia (02) 264-1122 
THM Tee Singapore 296-8678 
ow meee Hong Kong (5) 891-1391 
ween eee Tokyo, Japan (03) 214-3001 
unn"? a Lh London, U.K. (01) 491-3812 
BEBE: Los Angeles, U.S.A. (800) 663-1515 


British Airways Associate Hotel 
K.L.M. Golden Tulip Worldwide Hotel 
Concordia. 


BW) PAN PACIFIC HOTELS 
An Ocean of Hospitality 








WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


ORS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWE needs money — your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 





Wre not feeding the fish, but we can 
help keep you in the swim. 





Even a small tank of tropical fish can generate 
an ocean of paperwork. Invoices, statements, price lists 
and export licenses can make any business feel like it’s 
swimming upstream. ; 

To slow the paperwork to a trickle, Singapores 
Piscean A mm. turned to a solution from IBM. 

me "ue An IBM Personal 

Computer is helping 

the Aquarium 

complete the neces- 
sary forms, update 
the books, maintain 
customer files 

and generate com- 

rs prehensive reports. 

rs E. . The owners, 

T: à - Mr. and Mrs. Lee, 
report m used to put in at hour days but now get 
everything done in half the time with far more control. 

IBM is helping businesses of all sizes in 
countries all over Asia. We can help you keep your head 
above water: with the hardware, the software and 
the specialised experience to help get your business 
running more efficiently. 





3mW engine technology doesn T 
just have an impressive past. 


Italso has a great future. 
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MW engines ra ci up in m position 
en design and production quality is 
put to its ultimate test: in motorsport. 
id BMW’s all-round know-how and 
— ...perience in this tough arena con- 
<- tinually leads to new and pioneering 
__ solutions. 
One proof is BMW's introduction of 
the world’s first computer-controlled 
engine as far back as 1979. Another 
lat BMWi is able to offer 
omers engine technologies 
| sie differing appeals. 





r mee completely 1 new way. 
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Ps phiosophy not only to 


| tong history began with a world 















which successfully marry extra- 
ordinary efficiency and durability with 
BMW’s proverbial dynamism. From 
professional, maximum performance 
racing engine technology to 4-cylinder 
power units, which are distinguished 
by their exceptional robustness and 
praiseworthy economy. 


BMW engine quality: as highly 
developed as BMW engine technology. 
From conception through to design, 

and right through to production. 


Whatever demands are made of BMW 
engines — whether it's for out and out 
racetrack performance or whether it's 
for contemporary-minded economy 
— they fulfill those demands to the 
letter. And always based on the kind 
of quality standards that will pay you 
back every day in durability, ultimately, 
in the exceptional life expectancy of 
your car. 

But BMW isn't content with merely 
striving to improve existing quality 
control techniques. We're continuously 
breaking new ground. 

In short: on the road from the good to 
the better car, BMWs have always 
been powered by the very best 
engines available. And they will 
continue to be so in the future. 

And that's one of the best possible 
reasons for moving up to the superior 
quality of a BMW at the earliest 


opportunity. 



















































Brunei: Performance Company Sdn Bh. Bander 
Begawan, Tel: (02) 27606/7 


Hong Kong: BMW Concessionaires (H. KL, " 
Tek (03) 7145271 pM 


Indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta 
Tel: (021) 496002 


Korea: Kolon international Corp, Seoul, Tal: (02) 7 


Malaysia: BMW Concessionaires (M) Sdn Bhd, Ki 
Lumpur, Tet (03) 2418555 


Philippines: Hahn Manila, Manila, Tet: (02) 7412808 
Singapore: Performance Motors Ltd, Tok ao ! 
Taiwan: Pan German Motors Ltd, m ai ipe 


Thailand: Continental Auto Centre Co oita, 
Tet: (02) 235 6380 Pc 





- How COMPAQ advanced 
personal 


COMPAO announces its biggest 
improvement yet to the industry 
standard—the new COMPAQ 
DESKPRO 3867" It reaches far 
higher levels of speed, compati- 
bility, performance and expand- 
ability than have ever been 
possible in personal computers, 
At the heart of this breakthrough 
is the new high-speed, 32-bit, 16- 
MHz Intel’ 80386 microprocessor 








C 


The most advanced personal 
MOSI 


COMPAQ" is a registered trademark; *symbolizes trademark registration in the U.S. and/or other countries. COMPAQ DESKPRO 386™ is a trademark of Compaq Computer Corporation in Houston, Texas, USA. Intel" is a registered 
trademark of Intel Corporation. Microsoft" is a registered trademark of Microsoft Corporation. Lotus* and Lotus 1-2-3* are registered trademarks; Symphony TM isa trademark of Lotus Corporation. dBASE III PLUS* is a registered trademark 
of Ashton-Tate. © 1986 Compaq Computer Corporation, all rights reserved 


advanced-technology 
computers 


that runs industry-standard 
software 2-3 times faster 
than ever before. But the 
chip is just the beginning of 
this story. We surrounded it 
with dozens of features and 
enhancements to create the 
most advanced personal 
computer in the world. 











e Each component 
the very best 


Every component has 
been optimized to 
take advantage of the 
increased speed 


The Intel 80386 micro- 

processor is faster and 

more powerful than its 
predecessors. 





then went on to add a host of 
other features. Combined, 
they make this the first PC to 
offer a true minicomputer 
level of performance in a ver- 
satile, industry-standard desk- 
top computer. 


The winning numbers 


The new COMPAQ DESKPRO 
386 features advanced 32-bit 
architecture that processes 
twice as much information as 
16-bit computers in the same 
amount of time. Coupled with 
its impressive 16-MHz pro- 


and power of 
the 80386. We offer, for 
Lb» instance, more stor- 
^ age, up to 130 Mega- 
bytes, with access 
times 50 to 150 per- 
cent faster than 
most computers. 
Plus you get the 
flexibility of up to 
four storage de- 
vices. But that's 
just the beginning. 
We give you more 
memory. Enhanced 
color graphics. Even a 
built-in expanded mem- 
ory manager that breaks the 
640K barrier of current operating 
systems. We improved the key- 
board, quadrupled the capacity 
of the internal fixed disk drive 
backup to 40 Megabytes and 
made it twice as fast as before, 












computer in the world 


cessing speed, it radically im- 
proves the responsiveness of 
spreadsheets, databases and net- 
works as well as the ease of 
multi-tasking. 

It runs thousands of business 
programs as well as all the popu- 
lar engineering software, achiev- 
ing an unparalleled 
level of performance, 
and making it a replace- 
ment for expensive 
dedicated engineering 
and scientific work- 
stations. 

And because it's 
so compatible, 
there's no other 
personal com- 
puter more con- 
nectable. As a 
result, you can 
use industry- 
standard expan- 













m 7 - 
sim 
ba 


sion boards to network, communi- 
cate with mainframes and mini- 
computers, or even support several 
terminals. 





History in the making 





The COMPAQ DESKPRO 386 
combines sifperior technology 
with COMPAQ innovation to let 
you do things once thought im- 
possible or impractical with PCs. 
There may be companies that copy 
one or two of its features, but it will 
be years before they can copy 
them all. It's clearly the computer 
of choice for today's and tomor- 
row's most demanding users. From 
the company with the highest 
user satisfaction ratings in the 


industry. 
Call for the name of the dealer nearest you 
In Malaysia call Microcomputer Centre, 
60-3-7188332. In Hong Kong call Microware 
USA Limited, 852-5-216577. In the Philippines 
call Datronics, 63-2-866133. In Thailand call 
Olympia Thai Ltd., 66-2340770-8. In Singapore 
____-_ call Computer Industries 

PTE LTD, 65-2-2255836. 
In Indonesia call 
PT Elang Mahkota 
Komputer, 62-21- 
361343. 








Industry-standard 
software now performs 
2-3 times faster 
than ever before. 


It simply works better. 
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their appearance and service. 


Then again, who wouldn't notice that our 
Royal Executive Class offers roomy, two- 
plus-two First Class seating? Who wouldn’t 
be impressed by our complimentary 
beverages, our linen-and-crystal dining 
service, our separate check-in and private 
lounges? 


THAI was the first airline in the Orient to 
make its business class the premier service 
on regional flights. And you can take 
advantage of it for mere full economy fare. 
In a service that transcends even First Class 
on most other airlines. 



















LA E September 1974, North Korean 
| Barmy defector Kim Pu Song made the 
| hazardous crossing of the 4-km-wide 
| Demilitarised Zone (DMZ) and surren- 
| dered to South Korean guards some- 
|] where to the west of this strategic bor- 
[ dervalley. - | 
Over the next few days, Kim told in- 
telligence officers an amazing story of a 
nb of invasion tunnels being dug 
‘DMZ, including one he had 
n only a few kilometres from 
Panmunjom truce village. 
‘wo months later, in the early morn- 
ing of 15 November, a South Korean 
ivil. police squad on a 
outine patrol east of Pan- 
uncovered. the en- 














low the surface and extend- 
ing 1,200 m into the south- 
ern sector of the DMZ. 
| .Dug entirely with hand 
ee tools and lined with prefab- f 
ricated concrete slabs, it was 
the first of three tunnels to 
be exposed over the next 
four years — the second in 
Chorwon in March 1975 and 
the third southwest of Pan- 
 munjomin1978. 
duct Although none have been 

~ uncovered since 1978 and the 
publicity associated withthe | 
earlier discoveries has long. 
i fa | he North Ko- 











ected d under the 
AZ. US military officials. 
they believe the need to 

aintain secrecy has led the 

communists to acquire sophisticated 
boring machines and replace explosives 
| with what they call “silent chemical rock- 
. fracturing agents.” 

. Fully 500 South Korean and Ameri- 
.can troops and technicians, drawing on 
| the expertise of US defence and other 
. government agencies and input from 
. the industrial and academic sectors, are 
| still engaged in painstaking search oper- 
. ations along the 248 km-long truce line 
|- The hunt goes on against odds that mod- 

em technology has failed to shorten. 

-© “You can’t really do it [tunnel detec- 
tion] by scientific means,” said one min- 
ing expert whose company sells a signifi- 
cant amount of seismic equipment to 
South Korean customers. “You have 
just got to be incredibly lucky. If the 
North Koreans want to come from 
|. under the ground, then they can do it 
any time GY i 
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lonitoring the moles 


Northern tunnellers are still digging through 


t By John McBeth in Chorwon, Demilitarised Zone 


United Nations Command (UNC) 
officers are also paying close attention 


to other mole-like North Korean opera- 


tions: a separaté and expanding net- 


'Work of deep underground storage shel- 


ters being built within a 25-km strip of 
the DMZ and housing an estimated 
65% of the North’s total combat 
supplies. 

North Korean army sergeant Im 
Jong Chul, who took advantage of a 
snowstorm to defect to the south in 
January, is understood to hàve put the 
number of shelters at about 250. 

The depth of the drive-through shel- 


| KOREAN EARTHWORKS 


Kumgang f 
Dam 


ters tends to confound satellite imagery 
and also the cameras and sensing equip- 
ment aboard high-flying SR71 spy 
planes. Both tunnels and shelters are es- 
timated to be upto 60 m deep. 

It also worries the UNC, given the 
large number of people who are known 
to service the underground chambers. 
As one military source put it: "What the 
shelters mean is that we will get less 
notice if and when the North Koreans 
decide to move.’ 

UNC commander-in-chief Gen Wil- 
liam Livsey, who during an interview 
with the REVIEW last year likened the 
North’s offensive preparedness to “a 
runner in the starting blocks,” also men- 





Turning back the flood: page 30 
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can be stored in this manner is limites 
Ammunition, however, is only par 


ware. 


RE V.EWMAP by Andy Tang: 
transport - 


ing a regiment- -sized infantry unit 





tioned the problems involved in ti 
to monitor tunnel and storage she 
activity and said no other army had 
so deeply dug in. 

Underground storage, howeve 
does have its drawbacks. At least so 
of the shelters are known to have bee 
abandoned after flooding, and allied 
ficers say the length of time ammun 








































sizeable. arsenal. that includes 
armoured personnel carrie 
propelled artillery and other? 
Sub- surface aircraft storage 
maintenance facilities have also b 
built at the two new airfields close 
the DMZ. Although there are nc 
bat aircraft deployed at the 
military spokesmen say they 
serve to extend the range of 
time air operations over. Sout 
and ranee tRe flight time to. 
to only eight minutes. 
The shelters are 

massive reorganisatior 
forward deploym 
 Pyongyang's grou 

-which has been under 
since 1980. Senior ana 
predict that if an ass: 
- ever does come allied for 
- would probably .have 
than 12 hours’ notice. 


_nalysts paint a sce 
AP" of North 1 
cial forces pourir 
as-yet un lisce ere 
nels and creating . cor 
sion behind - dne d 











: American troops d a 
| the Munsan dors" Š 


Seoul. 

This, they say, wo id 
dovetail with ar 
- thrusts across the 
‘a landing from a mass 
armada of. low-flying Al 
aircraft. and — gliders : 
thousands. of commandos g 
create a bridgehead south of th 
Koreancapital. >> B 

Although it could hardly bë 
scribed as a serious invasion route, 
90 cm by 120 cm tunnel discovere 
1974 would have been capable of inset 












about 3,000 men — into open cou 
behind the southern limit of the DI 
every hour. 

The second tunnel discovered i 
precision drilling operation in Marc 
1975 to the east of the Chorwon Val 
was even larger — 1.8m by 1.8 m —. 
could have infiltrated 24,000 troop: 
hour, along with Jeeps and field guns 

Military officials are reluctant to di 
cuss in any detail the tunnel investig 
tions and the response to written que 
tions is guarded P nA intellige n 









































asset is consulted in an effort to provide 
the most reliable and comprehensive 
picture of the DMZ tunnel threat,” says 
a specially prepared statement made 
available to the REVIEW. 

“While the number of defectors has 
diminished in recent years, each is ex- 
tensively questioned regarding North 
Korean tunnel activities . . . Their plan 
to avoid the DMZ by way of tunnels has 
met with some serious setbacks, but evi- 
dence indicates the North Koreans are 
continuing to tunnel.” 

. The statement said a recent defector 
described a planned DMZ infiltration 
tunnel near the Chorwon Valley which 
was “to be dug silently by hand” to 
avoid the seismic signatures associated 


_ with dynamite blasting. 


Apart from the hardness of the rock, 
which can deflect a drill bit and push it 
off its chosen path, another major diffi- 
culty for allied detection units is the pre- 
sence of natural underground fissures 
and caverns that initially could be taken 
as evidence of tunnel activity. 

It is only after lowering borehole TV 
cameras that technicians can determine 
what they have found. The searchers 
are understood to rely on either seismic 


_| or acoustic devices, but even they ap- 


pear to be ineffective unless a ground- 
shifting disturbance is felt or a shaft is in 


_| close proximity to an underground site. 


Although there may not be general 
agreement on the military effectiveness 
of tunnel infiltration in isolation, the po- 


. tential implications of the overall build- 
| up north of the DMZ is almost univer- 


sally accepted as is the use of tunnels in 
an overall offensive strategy combining 


| frontal assaults with commando-style 
_| operations behind the lines. In a more 
limited setting, it is felt the tunnels 
could serve as a conduit for North Ko- 


rean agents on sabotage missions. 

In a report prepared for the Office of 
the Secretary of Defence late last year, 
Rand Corp. researchers from the US 
drew attention to the North's purely of- 


- fensive posture and suggested that the 


enhancement of South Korea's am- 
phibious and airborne forces to create a 
credible counter-offensive capability 


= would oblige the North to draw off some 
. ofits forces to protect Pyongyang. 


The researchers said the expansion 
of South Korean forces along the lines 
they suggest would involve a rise in de- 
fence planning from the current 6.7% of 
GNP to about 8% or 9%, putting extra 


| and perhaps unacceptable strains on an 


economy striving to catapult the coun- 
try into the industralised age. They also 


. warned that it might be seen as a provo- 


cation with resultant stepped-up sup- 

port from the Soviet Union and expan- 

sion of North Korean forces. 
Meanwhile, the moles burrow on, 


. sustaining a reputation for unpredicta- 


bility that continues to make North 
Korea a wild card even in the face of nu- 


. clear deterrents and restraining Chinese 


and Soviet hands. IR 














Turning back the flood 
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South Korea to build defensive dam 


By John McBe*h at Guardpost Four, Hwachon 


he fog-draped hills of this 

stretch of the Han River Valley may 
eventually embrace one of the world's 
biggest dams — a 220-m-high earth-fill- 
ed wall that tae South Korean Govern- 
ment says is necessary to counter to 
what it sees as a long-term North Ko- 
rean plan to v nleash a tidal wave across 
the demilitarised zone (DMZ). 

The US$895 million price tag is a lot 
to spend on what amounts to a suspi- 
cion, but it is a fitting illustration of the 
serious distrust that Seoul has of its un- 
predictable communist neighbour. 

The reasoa for the urgency and size 
of the so-called counter-measure dam 
lies 17 km upstream from Guardpost 
Four at the foot of Mt Kumgang where 
50,000 Norta Korean troops have 
started work on an 80,000-kW power 
station — by far the largest Pyongyang 
has ever built 

When and if it is finished, it will hold 
back an estimated 20 billion-tonne re- 
servoir which the South fears could be 
deliberately released into the Han Val- 
ley (REVIEW, 20 Nov.). 

The consequences of discharging 
even a fracticn of the reservoir, Seoul 
says, would be disastrous, endangering 
dams and bridges and the lives of more 
than 15 milbon people in the lower 
reaches of tbe valley. It would flood 
Seoul — and, even more important for 
the security-conscious South Koreans, 
put almost th2ir entire frontline defen- 
sive force north of the Han at risk. 

Arguments that North Korea may 
have a genuine need for the giant dam, 
in particular t» supply power to its east- 
ern seaport o^ Wonsan which is assum- 
ing growing importance as a Soviet re- 
fuelling point. cut little ice. 

Seoul points to North Korea's block- 
age of irriga ion water into the then 
southern-controlled Yonbaek Plain in 
1947, and ¿lso its closure of the 







ffensive tunnel warfare was devised 
thousands of years ago when enemy 
fortifications could not be breached by 
frontal or flank attacks. The Roman 
army's siege of the Etruscan stronghold 
of Vell in 396 BC ended abruptly after 
Roman soldiers emerged from a tunnel 
inside the fortress and opened the gates 
to a coordinat2d main assault. 

In the American Civil War, the Bat- 
tle of Petersburg saw the annihilation of 
hundreds of Confederate soldiers in a 
split second when Union troops 
exploded a tunnel they had dug under 
Confederate nes and packed with tons 





Lee Ki Baek: declaration. 


Going down through history 


Hwachon Dam floodgates in June 1948 
as justification for its actions. 

According to South Korean figures, 
their planned Han River project three 
km south of the DMZ will rank 
alongside the world's two largest dams 
—  Switzerland's Grande Dixence, 
which is 285 m high and 700 m long, and 
the Rogunsky Dam spanning the 
Vakhsh River in the Soviet Union, a 
structure 325 m high and 660 m long. 

It will be almost twice as high as 
Egypt's 111-m Aswan High Dam, with a 
crest length from mountaintop-to- 
mountaintop of 1,200 m — compared 
with the Aswan’s 520 m. Government 
statements say it is being designed not 
only to stop the full fury of a Kum- 
gang discharge, but also to completely) 
reverse the flow, causing the water to 
surge back across the DMZ. 

South Korean engineers are now 
more than five weeks into studies on 






of explosives. The massive blast flung 
soldiers, horses and cannon high into 
the air and left a crater 24 m wide, 52 m 
long and 9 m deep. 

The British borrowed a similar tactic 
during World War I when tunnelling was 
adopted by both sides. Underground 
operations, however, met with only li- 
mited success until the British, in a two- 
year-long construction effort, tunnelled 
and branched under the Messines Ridge 
in Flanders. 

The detonation of 460 tons of explo- 
sives placed under the German posi- 
tions on 7 June 1917 rearranged much of 


11 DECEMBER 1986 e FAR EASTERN ECONOMIC REVIEW 
eae T CT c XT Ghee 


avs, 


UNE ee NTE a, ii 





M 





their project and construction will begin 
next March, with the massive job ex- 
pected to be completed within eight or 
nine years. 

According to current South Korean 
estimates, the US$1.6 billion North Ko- 
rean construction will probably take 
about five years, with another three 
years for filling the reservoir. 

A 26 November statement signed by 
Defence Minister Lee Ki Baek, Con- 
struction Minister Lee Kyu Hyo, Cul- 
ture and Information Minister Lee 
Woong Hee and National Unification 
Minister Huh Moon Doh declared: “We 
have now reached a critical juncture at 
which we must unite even more firmly 
than ever to crush the North Korean 
scheme . . . in order to safeguard our 
security and survival as a nation.” 


S outh Korean politics being what 
they are, there is always a tendency 
to look on statements about North Ko- 
-^an security threats as little more than 

n excuse to justify tougher action 


—against domestic dissidents when things 


are not leaning the government’s way. 
Opposition leaders maintain that a 
country with an economy as vibrant as 


‘the a 


South Korean troops patrol the DMZ wire. 





the ridgeline and was heard as far away 
as London. That and a subsequent fron- 
tal assault caused 30,000 German 
casualties. 

American troops were also con- 
fronted with a hundreds of kilometres of 
Viet Cong tunnels in Vietnam, stretch- 
ing from the Cambodian border to the 
gates of Saigon itself. 

The North Koreans and the Chinese 
used tunnels extensively during the 
1950-53 Korean War, both to avoid the 
superior firepower of the UN forces and 
also as forward staging areas prior to an 
attack. 

In his book on the conflict, This 
Kind of War, T. R. Fehrenback de- 
scribed integrated complexes of com- 
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South Korea’s should be entitled to ex- 
pect a similarly vibrant — and represen- 
tative — political system. And they con- 
tend that a truly democratic govern- 
ment can only serve to strengthen the 
nation’s natural defensive fibre. 

But no matter how enamoured the 
South Korean army may be with its be- 
hind-the-scenes role in the nation’s poli- 
tical destiny, there are clearly more than 
a few officers who feel stability is 
paramount and can only be guaranteed 
by stringent security. They fear the 
rough-and-tumble associated with poli- 
tical transition. 

They believe that what sets the Ko- 
rean peninsula apart from other case 
studies is the unpredictable nature of 
the Northern leadership, evidenced 
among other things by its continuing 
tunnelling operations under the DMZ, 
the 1983 Rangoon bombing and, more 
recently, by the bizarre Kim Il Sung 
assassination affair. 

Still, there is an implied message in 
the 26 November ministerial statement 
and the persistent references to the dam 
in just about any pronouncement deal- 
ing with alleged pro-communist student 
radicals. No matter how concerned the 
government may be about the dam, it 
has been unable to resist the familiar 
tactic of intertwining it with domestic 
political developments as well. 

The timing of the first announce- 
ment about the North Korean dam was 
particularly transparent, coming only a 
day before police moved against radical 
students at Konkuk University on 31 
October (REVIEW, 13 Nov.) and more 
than a week after Pyongyang itself had 
reported the project under way. South- 
erners are prevented by law from listen- 
ing to North Korean broadcasts. 

The Kumgang Dam lies at a point 
on the Han about 12 km north of the 
DMZ and cannot be seen from the 
South Korean side because of the ter- 
rain. Although officials are loathe to say 
so, it appears much of their in- 
formation on the dam's progress will de- 
pend on the airborne snooping capabili- 
ties of American SR71 and EC-121 spy 
planes. o 


munist defensive tunnels stretching 
clear across the Korean peninsula 
and at depths 10 times greater than 
any seen in World War I. The use of 
tunnels to escape devastating US air- 
power is thought to have made a lasting 
impression on North Korean leader 
Kim Il Sung. 

US officials say the concept of tun- 
nelling obviously has its best application 
in a situation similar to Korea’s. “If 
North Korea can penetrate the South 
with many tunnels, Pyongyang’s leader- 
ship may feel they can quickly secure 
the entire peninsula,” said a US spokes- 
man. “And that alone could bolster 
North Korean confidence sufficiently to 
start another war.” — John McBeth 


Choosing 
losing sides 


Burmese rebels’ shaky alliance 
with communists falters 


By Paisal Sricharatchanya in Bangkok 
Es at forging a military alliance 


between Burma's disparate array of | 


ethnic rebel groups and the Burma 
Communist Party (BCP) have appa- 
rently stalled following opposition by 
the staunchly anti-communist Karen 


National Union (KNU). This — despite - 


a decision by the other minority armies 
to join hands militarily with the com- 
munists — has dimmed any hope that 
the insurgency® war against Rangoon 
could take on a more ferocious turn. 

The Karens denounced the alliance 
with the BCP at an emergency meeting 
in August of the National Democratic 
Front (NDF), which groups together 
nine different rebel movements from 
Burma’s Karen, Kachin, Shan, 
Karenni, Wa, Pa-O, Palaung, Mon and 
Arakanese minorities. 

A KNU statement cited the BCP’s 
political objective of taking over the 
country under a one-party system and 
the communists’ increasing involve- 
ment in narcotics as the main reasons 
for its boycott. 

Informed rebel sources told the 


REVIEW that the August meeting, held 
at the NDF headquarters at Maenaplaw - 


near Thailand’s northwestern border, | | 


was convened to ratify an agreement on 
the BCP alliance which was struck by a 
high-level NDF delegation that visited 
the BCP headquarters at Panghsang 
near the Chinese border in March 
(REVIEW, 22 May). Despite the KNU 
opposition, these sources claimed that 
the agreement remains valid since it was 
endorsed by the other eight groups. 
Trying to play down the latest rift as 
well as explaining the implication of as- 
sociating with the communists, an offi- 
cial of the Kachin Independence Or- 
ganisation (KIO) told the REVIEW: 
"Military cooperation with the BCP will 
proceed, though in the future we would 
like the NDF to agree on things unani- 
mously. The KNU statement might 
have sent the wrong signals that other 
revolutionary groups are supportive of 
the [BCP-advocated] one-party system 
and drugs-trafficking. This is not so. It is 
strictly a military pact to fight against 
the common enemy — Rangoon." 
Under the Panghsang agreement, 
the BCP and its non-communist allies 
would allow safe passage into each 
other's controlled territories, avoid col- 
lecting tax (on the transit of goods 
through one another's areas) and re- 
frain from interfering in each other's in- 
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om ‘encroaching | on the Kachins, 
ns and Pa-Os that operate in its vi- 
ty in northern Burma. 

t was clear that the Kachins in parti- 
lar played a crucial role behind the 
w alliance. 

The Kachin Independence Army 
JA, the military arm of KIO) is 
derstood to be among the largest and 
st organised of all the ethnic insurgent 
oups. Kachin officials refused to be 
ecific about the KIA's current 
ength, apart from saying it comprises 
aid to be composed of between 350 
800 men). Some observers in 
igkok now put the Kachin strength 
of the Karen army, earlier known 


veral | T before President 
Reagan's arrival in Bali in April, a 
ign journalist asked me whether 
€ was democracy in Indonesia. The 
lonesian in me made me say “yes,” 
d I even explained that our demo- 
icy has a name of its own: Pancasila 
ocracy. That naturally brought us 
he subject of political opposition in 
ountry. Regrettably, I had to admit 
Indonesia's officialdom regarded 
^ Opposition as being incompatible 
th Pancasila democracy. 
The communist usage of the word 
emocracy" — as in "people's demo- 
ic republic" — has been taken by the 
est with a grain of salt. Not so, how- 
', when official claims are made on 
mocracy by non-communist yet au- 
itarian governments. -More often 
an not, some Westerners have tended 
smiss domestic dissent in these 
ries as an act of negative op- 
tionists who will never learn to 
it their blessings, particularly those 
g in the form of oreign aid. 
ndeed, the impression is that these 
?rners turn equally sceptical when 
sing the issue of democratic dis- 
in Indonesia. They find it difficult 
nderstand why, for instance, one 
oses to disagree when people have 
t had it so good, and point to eco- 
ic indicators and physical signs of 
erial progress. The Westerners' non- 
ice may be forgiven when it con- 
s religious zealots, unreconstructed 
phobics. or hardcore leftists, but 
attitude towards other government 
makes less and less sense. 
nsider the Indonesian case; where 
ents have included illustrious fig- 
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fully armed battalions (each of which 





as the largest and estimate: | to number | 


Apart from. the Shan $ State Army, 
the rest of the insurgent forces are said 
tobe militarily insignificant. This is with 


the notable exception of the well-oiled. 


Shan United Army (SUA) under the 
notorious. Golden. Triangle. drugs 
kingpin Khun Sa. Neither the SUA nor 
the Tai Revolutionary Council (incor- 
porating the SUA and another drugs- 
peddling group, the Shan United Rev- 
olutionary Army) is a member of the 
NDF, allegedly because they lack any 
clear politiczl platform. 


(unio an estimated more 
than 16,000 armed men plus a 
superior firepower, the BCP is under- 
stood to be more formidable than any 





NN raised over the years has been: whv 





ures such as retired general Abdul Haris | 


Nasution, who led the opposition 
against the late president Sukarno's 
drift towards tre Left in the early 1960s; 
retired lieutemant-general Ali Sadikin 
who, as Jakar-a’s governor in the early 
19705, transformed the "big village" 
into a moderr c city, and retired 
lieutenant-genera 

who, in 1966 as commander of West 
Java's crack Siliwangi Division, tipped 
the military balance in favour of then 
general Suharto so he could squeeze 
Sukarno out of power. In the same 


Slamet Bratanata, a former minis- 
ter, is a member of the dissident 
"Petition of 50" group and has writ- 
ten extensively on Indonesian poli- 
tical affairs. 
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H. R. Dharsono 
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and Rangoon sai 
ingly involved in narcotics in. recent 
years. Contrary to the common belief 
that material assistance from China has 
been cut off, non-communist. rebel 
sources believed the BCP continues to 
receive Chinese military aid, though ata 
reduced scale. 

In the absence of any. specific. lans 
for a full-scale military link-up with the 
BCP, which is virtually impossible given 
the vast and widely separated jungle ter- 
ritories held by the different insurgent 
groups, rebel sources pointed to the 
likelihood of limited-scale field collab- 
orations in the northern region which 
would involve the Kachins, Shans and 
Pa-Os. The two sides apparently have 


breath, one might also mention civilians 
d as journalist Mochtar iia nan 


political chaos, and ewer Adnan 


poraries, distin guished himself by siding 
with Suharto in 1966. 
lhe political credentials of these 
New Order men are difficult to match, 
and what they think and say about the 
state of affairs in their country at this 
particular time in history cannot simply 
be shrugged off just because they E 
ree with Suharto. For they are hardly 
the sort of political extremists or leftist 
sympathisers certain foreign diplomats 


| are fond of characterising them as. 


Within the context of Indonesian politi- 

cal culture, they are not only moderates 

but ‘spokesmen of centre-Right values. 
A central question these men have 


must promotion of democratic institu 
tions take second place to economic 
development? Why should not the two 


march in tandem rather than one lag- 
ping behind the other? Perhaps with the. 


est of intentions, Suharto maintains 
that political development has to wait 
until the economic pie has grown large 
enough to satisfy all Indonesians. Fair 
enough, but the fact is that while In- 
donesia over the past two decades has 
had ample time and resources to deve- 
lop economically, the high oil prices 
have not necessarily brought about an 


.€quitable distribution of wealth, nor an 


economic structure free from over- 
dependence on energy. Now, as world 
commodity pricés have tumbled, we In- 
donesians stand bereft of political in- 
stitutions which provides: us with a 
mechanism for forging a national con- 
sensus necessary forsurvival. — .. 

Abdul Haris Nasution and others 
have maintained. that emocratisation 
d go hand i j 











md with economic 








has been i increas- 
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| tion: plans. | 
| "Whether the fragmented. alliance 
would translate into tougher anti-Ran- 
goon action in the field remains an 
| open question. Given the virtually non- 
. existent military cooperation within the 
| NDF itself — a shift among its members 
from their original stands of demanding 
separate sovereign. states. to the com- 
mon goal of a federal union has been the 
only political achi nt since the or- 
ganisation. was | in 1976 — scep- 
.] tics in Bangkok have ruled out any 
F major eee 
conditions. 

















N onethéleis, a series of stepped-up 
WW military campaigns by the Burmese 
army this year have led some to believe 
that LA is viewing the NDF-BCP 


z1 betterment, that the two goals ought to 
j| be made compatible. Recent develop- 
nents in Taiwan and South Korea have 
de this argument relevant, they say, 
| underline the need for unrestrained 
~] debate as a political safety-valve in In- 
- | donesia. Free debate. provides the basis 
=4 for genuine political stability, the 
acknowledged primary condition for ef- 
fective economic development. 
_ Cynics in certain industrialised coun- 



























| l'on a developing society like In- 
donesia in view of its complex require- 
ments and conditions. While Western- 
style democracy may not be directly 
.| transferable — and incidentally, one 
AL might. ask if that was what we in de- 

- veloping countries really wanted — it 

| be presum 
-conclude that Indonesia would never 











Take the.case of Japan 
developed political institu- 
ing its historical conditions.. 
I t is that nobody calls Japan an 
iu horitarian society just because its 
lemocratic processes are not com- 
letely Jeffersonian. | 


e vironments. 


Higie, Indonesia, too, has had 
indigenous political processes that 
were essentially . 
| under the former Dutch colonial admin- 
| istration, a native form of electoral pro- 
cess was recognised and practised 
E “throughout the archipelago. An age-old 
-| social system provided the villages — 
the- building blocks of what was to 
evolve into modern Indonesian society 
^| —“a government of the villagers, by the 
+ villagers and for the villagers." Today, 
41 years after national independence, 
the village headmen are still elected. 
But they are made to serve as another 
paid extension of the central govern- 
ment in Jakarta. A kind of village demo- 
cracy still exists, but only as a poor 
shadow of its former self. 
Curiously, or perhaps not so curi- 
ously, even the government insists on 
maintaining cosmetic. democratic din- 


democratic. Even 





am battle-field | 


: democracy would be- 


tuous and wrong to- 


|| develop a democracy suitable to its en- - 





'NDF delegation visit to KIO headquar- 
ters at Pa Jau, elements from 14 Burm- 
ese battalions mounted a major offen- 
sive in the KIA's 2nd Brigade area near 


' Myitkina, apparently hearing wind of 


the impending NDF/communist talks. 
Then one month after the Panghsang 
-agreement was made public, units from 
three Burmese regiments backed by au- 


xiliary forces launched a lightning at- 


tack at We Pu Law, headquarters of the 


Karenni provisional government oppo- 


site Thailand's Mae Hong Son province. 

The first on We Pu Law since 1973, the 
attack in April, during which about 60 
buildings including a school and a 
Catholic church were put to the torch, 
came as a surprise in view of the remote 
and rugged mountainous terrain. 










€ Some people simply did 
what they theught they had to 
do, while fully realising the 
risks of defying the currents. ? 


stitutions. Every five years, state-run 
general elections. are held for seats in 
the regional and national parliaments, 
and the People’s Consultative Assem- 
bly is held the following year to choose 
the president. Not on display, of course, 
is the requirement that all candidates 


ance enabling them to run. A closer 
examination of the present system will 
also reveal that the composition of these 
purportedly legislative bodies is de- 
signed to swing the vote invariably in 
the direction of maintaining and justify- 
ing the status quo. 

Why do Indonesian dissidents act in 
the way they do? There is the cynical 
smear campaign which asserts that In- 
donesian dissent i is a case of "falling out 
among thieves." Agents of disinforma- 
tion have eagerly spread such defama- 
tion particularly against members of the 
^Petition of 50" group. According to 
such disinformation, dissidents simply 
cannot bear the fact that they have been 
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mese border. Mounted since 1984 
stepped up this year, the operation 


. “disgruntled. has-beens" or the i 


' cratisation if his main concern was 
i cure for himself lifelong affluen 


| demonstrators i in 1978 because — as 
| put it— 


| on, spanning the two decades o 
New Order; suffice it to say that 

| people simply did what they thoi 
. they had to do, while fully realising 
 risksof defying the currents as well a 
| one might say — rewards that w 
| have certainly followed had they 


| latest addition to that lengthening 
| might be the Sinar Harapan newspa 


| displeased the government. 


; Indonesia: s dissident movement. 












































another Burmese army attempt 
under-cutting the NDF, since ` 
Kachins and Was also maintained SI 
camps at We Pu Law as contact po 
with the outside world and the area: 
generally seen as a mini-NDF outpo 

Perhaps the most concerted push 
been directed at a string of Karen b 
along a broad stretch of the Thai- 


Burmese troops appeared to have 
ceeded in cutting off major 
routes previously controlled by th 
rens, thus dealing a crippling blov 
latter's economy. Still remaining. 
though is the heavily fortifiec 
headquarters at Maenaplaw, whi 
serves as the NDF headquarters. 





excluded from | sharing the New 
booty, hence*their categorisatic 


ache brigade.” , 

What the detractors who critici 
critics overlook is the fact that 
the heady years of the 1960s, Nas 
could have stopped insisting on 


the same token Ali Sadikin shoul 
have bothered about fairness for all 


| ties in the 1977 general election, if 
| prime thing he cared for was hi 

must carry a government security clear- 
| tion as the secretary-general of / 
by pleading with the Indonesia 


Why did Dharsono jeopardise his 


thorities not to crack. down. on stu 


“those youngsters could we 
our own children.” : 
The list of dissidents could goo o 


willing to betray their principles 


Jakarta's respected Protestant-orie: 
afternoon daily that was closed dow: 
9 October for printing an article whi 


Once asked by a foreigner wha 
quarrel with the New Order governm 
really was, retired air marshal Suy 
Sukirno — another member of the P 
tion of 50 group — replied that t 
was none. Questioned again as to 
alternative he had to offer as a dissidet 
Suyitno declared that he could not rea 
agree more with the New Order pt 
gramme if only there were “less steali 
and more democracy.” It was an emb: 
rassingly straightforward — if unpolis 
ed — statement, and yet nobody has 
far provided a more concise and cle: 
cut identification of the goals sought : 
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Thai troops: closer military cooperation. 
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Staying ‘just friends’ 


Chinese and Thais improve relations despite some problems 


By Paisal Sricharatchanya in Bangkok 


B, G ines the historic day in 1975 when 


Thailand’s senior statesman Kukrit 


Pramoj signed a diplomatic normalisa- 
_ tion pact with then Chinese premier 
| Zhou Enlai, Sino-Thai relations have 
|| come a long way. From a convergence 
| of interests in opposition to the Viet- 


namese occupation of Cambodia, which 
has formed the cornerstone of bilateral 
political cooperation, the relationship 
has expanded in recent years to cover 
the economic and military fields. After 
an increasing flurry of exchange visits by 
senior officials from both sides, the 
bilateral ties will reach a high point 
next February when Thailand's Crown 
Prince Vajiralongkorn is scheduled to 
visit China. 
But beneath this seemingly happy 
surface lie some potentially divisive 
uestions. The fact that the chronic 
ambodia conflict has hit a political 
stalemate is giving rise to some uncer- 


tainty as to what more cooperation 


could be forged on the regional 


 geopolitical stage. The two countries’ 


economic structures are basically com- 
petitive rather than complimentary, and 


the fruits of China's current agricultural 


and industrial reforms may put it on a 


. collision course with Thailand in world 


= | personalities 


markets. So after 11 years of improved 
friendship, the question being asked 
today is: what next? 

The number of formal and semi-for- 
mal exchanges of visits that jumped 
from 61 in 1979 to some 722 last year re- 


. presents one graphic illustration of the 


extent of the relationship. Leading Thai 
including Princess 
Maha Chakri Sirindhorn, Prime Minis- 
ter Prem Tinsulanond plus former army 
commander and supreme commander 
Gen. Arthit Kamlang-ek — have been 


to China in recent years, while most key 
Chinese leaders have visited Bangkok 
in return. 

Cooperation on the economic front 
may have been somewhat less impres- 
sive. Although two-way trade rose from 
about Baht 3.2 billion (US$122 million) 
10 years ago to Baht 13.4 billion in 1985, 
China remains a relatively small trading 
partner for Thailand when compared to 
Japan and the US. 

And despite several investment- 
promotion agreements — including one 
on investment-capital protection inked 
by Chinese President Li Xiannian in 
March 1985 and another on double-tax- 
ation avoidance signed by Chinese 
Vice-Premier Tian Jiyun in October this 
year — overall Thai investments in 
China (except those committed by the 
Bangkok-based Charoen Pokphand 
Group) have yet to reach a substantial 
scale. 

Economic relations have been 
helped by favoured treatment by Pe- 
king, particularly in the purchases of 
surplus Thai agricultural commodities 
beyond the agreed volumes in the an- 
nual bilateral trade protocol and at cru- 
cial moments when Bangkok badly 
needed to release the surplus stocks. It 
is from events such as the signing of a 
US$43 million rice-and-maize deal in 
early 1986 — when the Thai economy 
was battered by severely depressed 
world rice prices — that Peking has won 
Bangkok's appreciation (REVIEW, 13 
Feb.). 

During Thai Foreign Minister Siddhi 
Savetsila's latest trip to Peking on 20-25 
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November, China agreed to buy an 
extra 30,000 tonnes of Thai glutinous 
rice plus 20,000 tonnes of green mung 
beans — despite the fact that it is ex- 
porting the latter product to India and 
Japan. The Chinese leaders also reaf- 
firmed Peking’s long-held stand of sup- 
porting Thailand and Asean in the call 
for a Vietnamese troop withdrawal 
from Cambodia. 

While most diplomatic observers ap- 
preciate the need for Bangkok to foster 
friendly ties with Peking — Chinese 
pressures along the Sino-Vietnamese 
border are seen as the only effective de- 
terrent against any Vietnamese military 
adventures into Thailand — some are 
intrigued by indications that the two 
countries are moving closer in military 
cooperation as well. 

Thai officials are tight-lipped on the 
subject, but reliable Western diploma- 
tic sources told the REVIEW that Peking 
has in the recent past provided the Thai 
army with light arms and artiller 
pieces, the latter understood to be de 
ployed along the Thai-Cambodian bor- 
der. The Chinese, according to these 
sources, have also agreed to supply 
Bangkok with an unspecified number of 
second-hand tanks, the delivery of the 
first batch of which is said to be due 
shortly. 

Without confirming or denying these 
reports — and pointing to Peking’s 
priority policy on arms export — a 
senior Thai Foreign Ministry source 
explained: “The security cooperation is 
an extension of [the rapport over] Cam- 
bodia. This should be taken as a normal 
development. Economics comes into 
play in the procurement of military 
hardware. I don’t see anything wrong 
so long as we know what we are do- 


ing. 


$ is premature now to speculate on 
how far the military ties will go. Given 
that the bulk of the Thai armed force: ` 
weaponry is based on US systems, mos 
analysts rule out the possibility of a ' 
significant shift towards Chinese arms in 
the foreseeable future. 

Despite claims by Thai officials that 
other Asean countries have come 
around tacitly to accept the close Sino- 
Thai relationship, diplomatic sources 
told the REVIEW that the Indonesians 
(who have no relations with China) and 
Malaysians have continued intermit- 
tently to voice their concern — albeit 
discreetly. 

The Indonesian-Malaysian position 
is perhaps best summed up by a senior 
Asean diplomat who stated: “Vietnam’s 
intransigence has given them no other 
choice [but to go along with the Thai po- 
sition]. This is not an acceptance as 
such but more a realisation of Thai- 
land’s need [to depend on China] as pre- 
sent realities dictate. But as and when 
the Vietnamese become more flexible, 
they would expect the Sino-Thai re- 
lationship to loosen up, and Bangkok to 
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be more accommodating with Hanoi.” 

Unlike Thailand, which views Viet- 
nam's estimated 140,000 troops in Cam- 
bodia as the immediate threat, In- 
donesia and Malaysia have traditionally 
regarded China as the long-term secu- 
rity threat to Southeast Asia. Indonesia 
in particular has made frequent and 
friendly overtures to Hanoi in the past, 
though its perceived role as a bridge be- 
tween Asean and Vietnam has taken on 
a conspicuously low profile since the 
much-publicised visit to Jakarta by 
Vietnamese Foreign Minister Nguyen 
Co Thach in early 1984 when he re- 
jected Indonesian President Suharto's 
offer to mediate a settlement to the 
aia conflict (REVIEW, 22 Mar. 
84). 

Conversely, Thai officials now see 
Bangkok as serving as the vital link be- 
tween China and the rest of Asean. In 
keeping up with the conviction that nor- 
malised Chinese relafions with all 
Asean members would enhance region- 
al peace and stability, Thai officials 
have been acting as the intermediaries 
in relaying Chinese signals to Indonesia 
and Singapore — which also has no dip- 
lomatic ties with Peking. 

Meanwhile, the vastly improved re- 
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lations do not mean that Thailand’s sus- 
picion of China is now completely elimi- 
nated. Judgirg from selective surveil- 
lance on certa.n important Chinese mis- 
sions, mounted by Thai security agen- 
cies, the perception of a Chinese threat 
remains, though official attitudes today 
are far more relaxed than 10 years ago. 


A one Thai foreign-policy expert 
put it: "The feeling of threat re- 
mains largely because of past Chinese 
support for the Thai communists. Also, 
the sheer prospect of China eventually 
becoming an economic power is threaten- 
ing. But given our economic and social 
progress, we have developed a great deal 
more self-con-idence over the years. [As 
world affairs evolve], it will become in- 
creasingly less likely for one country to 
unilaterally threaten another." 

It is probably based on a combina- 
tion of lingering doubts plus the Thai of- 
ficial policy cf not concluding any cul- 
tural agreements with socialist countries 
that Bangkok has not responded to a 
pending Chinese request to open a cul- 
tural centre in Bangkok as well as a con- 
sulate in the northern city of Chiang 
Mai. 

Looking ahead, Thai officials expect 
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White Siddhi s omite effort to 


. Siddhi line. He eventually suc 

in pulling one of his two Social Action | 
t tany ranning mates, Kasame Sirisam- 
, into parliament with him, leni 


to see “more of the same" on polit 
cooperation. Commenting on the s 
ject in a recent newspaper intervii 
Siddhi was quoted as saying: “The s 
ond decade of our relationship will c 
tinue to develop on the basis of mutt 
ity of interests.’ 

While conceding that Chinese mz 
and rice compete with similar Thai cc 
modities in markets such as Japan : 
Hongkong, Siddhi also stated: *Con: 
tations between us to avoid any forn 
trade friction are always useful. We 
lieve that through friendly joint eff« 
we may endeavour to avoid clashe: 
far as practicable. Therefore, I ant 
pate no major insoluble problems 
tweenus..." 

Some Thai exporters have cc 
plained in the recent past about alle; 
Chinese price-cutting on sales of 
ricultural commodities and basic ma 
factures (such as low-technology t 
tiles) in the Asian and Middle East m 
kets. So, notwithstanding the future 
rection of bilateral political ties, the 1 
test of this friendship in the years 
come will hinge on how well the t 
countries can avoid locking into he 
on competition in the international e 
nomic arena. 
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The ethric Chinese community’s 


ts pro-China stand, however, cannot | 
ely read as an endorsement of Peking’s 
il communist system. While the elderly impr 
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narket-place to your office. 
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Welcome to 


RKET INFORMATION 





To keep one step ahead in the money 
market, you need accurate information 
and you need it fast. Hexagon, 
HongkongBank’s corporate electronic 
banking system, brings instantly to your 
screen the current state of both local and 
international markets. 

Hexagon will keep you informed on 
Foreign Exchange rates (spot and 
forward), Gold Prices, Lending and 
Deposit rates, Stock Market indices and 
prices, Currency Notes and Demand Draft 
rates. Information from the world’s major 
financial centres is constantly updated 

so that you can react quickly and 
appropriately as market conditions dictate. 


Of course, Hexagon also allows you to 
control your domestic and global financial 
affairs, with complete security, right from 
your office. 


Hexagon is state-of-the-art corporate 
electronic banking, from the 
HongkongBank group, one of the world’s 
major financial institutions, with over 
1,200 offices in 55 countries. 


To find out more about Hexagon and 
how it can help your company, contact 
the Hexagon centre at your nearest branch 
of the HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel & Co. * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 
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Steering Wheel Vibration fius Noise Leve 





Virtually non-existent, at Driver's Ear 
E elevating comfort to a new Drastically reduced by 
Power Train all-time high. sound-absorbing materia 
€—————— * Indicates maximum vibration level of the wheel and comprehensive engir 
design. 


* Measured and calculated according to I: 





The forklift designed 
for greater comfort, less vibration. 


Toyota, the leader m 
in innovation, creates a Cu 
revolution in the forklift industry. Eh 





c mem 
The revolutionary new 1-3 ton engine Cd Sir 
powered series forklifts; maximum-performance Cm w 
vehicles designed for maximum-operator comfort. E. d 


A full-floating power train practically eliminates vibration. Advanced 
engineering “floats” the entire engine on a cushion of rubber, with no direct 
attachment to the frame. Surrounding main engine parts also vibrate freely, 
drastically reducing structural vibration. Rubber seal ng on engine hood and 
floorboard, and sound-absorbing materials, all add up to the many innova- 
tions that raise Toyota's new series’ comfort level far above other forklifts. 

Also exclusive to the 1-3 ton series is the 3-litre 1Z direct injection 
diesel engine. Delivering greater horsepower and less fuel consumption. 
Increased performance, increased comfort. 

But don’t just take our word. Take a test drive and feel. 

Toyota's new 1-3 ton series forklifts are in a class by themselves. 
Comfort-class. 


Toyota Introduces 
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Engine Horsepower Lifting Speed 
The new 1Z diesel engine Now the job gets done faster 
delivers more power, more than ever. 


efficiency. 
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(114 f/min.) 


02-5FD25 


OOO [02-5FD25] 19 5 km/h 
(4,400 Ibs) (12.1 mile/h) 


Max. Drawbar Puli Max. Travel Speed 
Scales inclines hauling a full Work cycles are ep 
load, easily. increased for greater 
efficiency. 
A decision you can be comfortable with. 


Maintenance 
integrated monitoring centre, easy access to parts. 
Inspection and servicing amaZIngly easy. 


Durability 

Overheating "fail-safe" system, rigorously tested; built 
rugged. 

Service Network 

Extensive. After sales support in almost every country 
in the world. 

Reliability 

Design priority no. 1 — ensuring operator safety 
through Toyota reliability. 

Wide Variation 


Even greater productivity and comfort available with a 
wide selection of models. 


eee ee eee eee ee ee eee eee HH 


loan mmm m mcm n a OR DR 


HONG KONG: CROWN MOTORS LTD. TEL: 5-622226 
INDONESIA: PT. TRAKTOR NUSANTARA TEL: 495475 

MALAYSIA: UMW INDUSTRIES (1985) SDN. BHD. TEL: 03-5591201 
PHILIPPINES: PHILIPPINE FORKLIFT CENTER, INC. TEL: 819-09-06 
SINGAPORE: UMW EQUIPMENT SYSTEMS PTE. LTD. TEL: 2653155 
TAIWAN: HO-TAI MOTOR CO, LTD. TEL: 5612121 

THAILAND: TOYODA (THAILAND) CO.,LTD. TEL: 246-4164 

And distributors around the world. 
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inolta zoom copying 
comes into full bloom. 












MINOLTA ADVANCES ZOOMING 


EP4/0Z 


e With Triple Paper Stacker, Automatic Document Feeder and 20-Bin Sorter options installed. 


















iet With the advent of the new Minolta EP470Z, zoom copying 
A has entered a new, more-automated era. An expanded 1031-step 

zoom range (X0.610-1.640) now permits the enlargement of 

ocuments as small as B5 to as large as A3 and the reduction of 

documents as large as A3 to as small as B5 in a single time- 

- Saving step. 

Beyond its expansive zoom range, the EP470Z is extremely 
innovative. Book Copy, for example, allows the simultaneous 
copying: of both left- and right-hand pages of an open book on 
. two separate sheets of paper, reducing tiresome page 

Aepositioning by half. 
" Margin making, too, has been fully automated. EP470Z 
Image Shift makes margins simultaneously as you copy. Choose 
rom 5-, 10- or 15-millimeter widths, perfect for hole-punching 
und subsequent filing. For documents with too little space for a 
margin, the copy's image can be reduced to an appropriate size at 
the touch of a key. 
Minolta has also automated the conventional single sheet 
_ bypass and made it into a Multiple Sheet Bypass, allowing 
pU automatic feeding of up to 20 sheets of paper. Another feature, 
cA: uc Zooming, can make you more creative. And a range 
of ¢ exciting new options improve EP470Z efficiency still further; 
one, Minolta’s semi-automatic Duplexing Unit, greatly simplifies 
= the copying of documents on both sides. Other options include a 
_ Triple Paper Stacker to simplify the handling of paper in multiple 
sizes, and a 2000-sheet Large Capacity Cassette to meet high- 
^ volume copying needs. 
Above all, vou can depend upon the improved Minolta 
. Micro-Toning System to provide copies with the same superior 
. copy quality — even when enlarging or reducing — that Minolta 
users worldwide have come to rely upon. In addition to the 
.—. 3PA70Z, there's an entire family of other diversely-equipped 
` _ Minolta zoom copiers to choose from; one to fit virtually every 
business application. Raise your productivity; visit your nearest 
Minolta dealer soon and start zooming the Minolta way. 





































MINOLTA CAMERA CO., LTD. Business Equipment! Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japdn 


. EP35OZ  EPABOZ - 


See the £P3502/EP4502/EP5502/EP6502/EP4702 at these Minolta subsidiaries and distributors: 


Bangladesh Brothers International Ltd. Notional Scout Bhaban, inner Circular Road, Kakrail Dhaka, 
GPO. Box No. 767. Phone: 400042, 404929 


one: 5 
india J Methodex Systems Pvt. Ltd. C 8 Meghdoot 94 Nehru Place, New Deihi 110019 Taiwan 
: Phone: 682475, 682476, 681826 





Phone: 03-7921033 (IO ns) Austra 


EP6507 


Philippines iim inc. Tepros Building, Banawe Cor, Atok Sf, Quezon City, Metro Manila 
l Phone: 732-14-21, 77-41-41, 70-41-03, 71-4115 
Hong Kong cin ta POM a Lid. Room 208, 2-F., Eastern Centre, 1065, King's Road, Quarry Bay Singapore weal ta Singapore (PTE) Lid. 10, Teban Gardens Crescent, Singapore 2260. 
hone: 
Santa ios erg Corp. 11 Fi. 75, Sec. 4, Nanking E. Road, Taipei 
Phone: 
p Perdana Nirwana Abadi Co., 67B Ji. Krekot Raya, Jakarta oe Phone: 372609 Thailand Technical Suo y Co., Ltd. 1808-1812 Kasemrat Road, bad ir a 1080 
one: 
ia — Océ-Australia Ltd. 89 Tulip SŁ, Cheltenham, Melb. 3192 Phone: 584-10 
New Zealand in MU s 33 poodi Newmarket, CP.O. Bo » 220. icktand 


Book Copy 


Image Shift 


Semi-a utoma tie 
Duplexing 


MINOLTA 
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“WHEN YOUR BUSINESS IS BUSINESS...OUR BUS! 


NESS IS A PLEASURE.” 





Business Plus. 
A Class of its Own. 


(2. business ts a pleasure, sheer and utter 
pleasure. That's why we've added an extra Air 
Lanka ‘taste of Paradise’ to everything that is 
expected of Business Class. 

These are just a few of the touches we've 
added... prionty check-in, plus 30kg baggage 
allowance. One from the aisle seating, plus extra 
legroom and deep 34° recline. Luxury cuisine, 
plus French wines and champagne. 

So, if you're travelling business as 
usual, fly Air Lanka Business Plus. You'll 


discover the plus is our pleasure! 
AIRLAN Kay; 


BUSINESS PLUS 
A Class of tts Own 
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SORRY there jus been another i in- 
‘ruption — and thanks again to the 
guest writers who have occupied this 
column for the past few weeks. The 
reason for the long hiccup was a global 
series of extended celebrations of the 
-REVIEW’s recent 40th anniversary. 
. @ HAD the subsequent journey: been 
-— | on journalistic duty, it would have 
. proved luckily eventful — though some 
of the experiences could have been hap- 
pily dispensed with: a 24-hour delay in 
leaving due to the spitefulness of a 
typhoon; an eight-hour delay in taking 
-off from Bangkok to Frankfurt (sitting 
in the jumbo for most of the night until it 






be located, piling into an airport bus 
which appeared to drive halfway into 
> (the city before it could do a U-turn 


. | airport hotel bang opposite, 90 minutes 
- ^. of sleep and then back into the bus 
and the plane to begin the long flight 
"to Frankfurt); picking up a virus en 
route (US doctors who make. house 
‘calls on hotel rooms are not inexpen- 
sive), or losing one's luggage — all 
the things that make a trip round the 


: sounds. 








“hospitably warm, though I worry that 
sooner Or "ater the low room occupancy 
rates of the too-numerous hotels will 
gradually erode both the smiles and the 
efficiency, before business and tourism 
l start filling them up again. 
4 A few days previously, Prime Minis- 
E ter Lee Kuan Yew had given an inter- 
. view to the J apanese press prior to his 
visit to Tokyo i in which he pointed out 
that Singa apo was not a homogeneous 
( posite number Yasu- 





























3 's advantages). Thus Singa- 
: pore's task of building a multi-ethnic so- 
. . ciety was more complicated and not to 
 .,,bDemeddled with by adversarial, anti-es- 
tablishment journalists of the US or Bri- 
tish type. Further, Singapore' s working 
language was English which, according 
to LKY, rendered it vulnerable to the 
influence of the foreign media: “Jour- 
nalists who write for regional news- 
papers and weeklies, based in Hong- 
kong, believe after a short spell in 
Singapore that they know how we 
should run Singapore . . . Our future is 
not theirs to meddle with." 
I thought it worthwhile pointing out, 
knowing a little of the difficulties caused 
to Japan's modernisation by the lan- 
guage barrier, that there were advan- 
tages to English as a working language, 
particularly for a society which wished 
to spearhead the revolutions in com- 
munications and information. I should 
. have added that, as far as the REVIEW is 
concerned, any blame for the shorten- 
| ing of correspondents’ tenure of a 
: Singapore post must be laid at the door 


| was decided that a spare part could not. 


and come back along the road to the 


world rather less- glamorous than it. 


Singapore. the welcome had been 


d recently boasted was 





of the Singapore authorities rather than 
the REVIEW. 

€ FRANKFURT seemed strange, de- 
spite German hospitality and a magnifi- 
cent meal in an ancient cellar full of 
baroque treasures. Was the eerie feel- 


ing the result of the long-delayed flight 
and the resultant jet-lag? The streets 


seemed curiously empty, as did the 
hotel — Frankfurt’s finest — and groups 
of watchful men appeared in corridors, 
guarding exits and entrances. It was 


only as we checked out that we realised . 


that we were the only remaining guests, 
and that the centre of the city and the 
hotel had been emptied for the summit 
between West Germany's Chancellor 
Helmut Kohl and French President 
Francois Mitterrand. 

| am sure such get-togethers. are 
useful, but the cost must be astronomi- 
cal. Is it the self-important pomposity 
of political leaders that requires that the 
centre of a major city be paralysed for so 
long simply so that they should chat? 
The taxpayer must maintain the multi- 
plying security men (of which — and 
another type of security — more later) 
but the merchants must meet the costs 
of lost business. The landscape of south- 


ern Germany is littered with towering, 


isolated castles which could so much 
more easily and cheaply be made secure 
for such meetings. 

€ WE got to London justin time to wit- 
ness the City's "Big Bang." the day on 
which the Stock Exchange was trans- 
formed and computerised. Predictably 
— às had happened during a rehearsal a 
week previously — the computer went 
down and the bang proved something of : 
a damp squib on the day itself (Monday | 
27 October). 

One main topic of conversation were 
the hundreds of millions of pounds 
spent.on the new computerised offices, 
and on the analysts and dealers who 


nance houses which provided the 
Bang’s explosive charge. Much the 
same sort of conversations were going 


Tokyo where, as SHROFF pointed out 
recently in our columns (20 Nov.), over 
150 foreign security companies (more 
security multiplying!) plus the foreign 


banks are now scrabbling for the frac- 


tions of business allowed them by 
Japan’s recent “liberalisation.” 

The boom markets are. still riding 
high, but I cannot help feeling that 
many of those seduced by huge salaries, 
large commissions, luxurious accommo- 
dation (it costs up to US$500,000 to 
maintain an expat broker or banker in 
Tokyo these days) are going to be out of 
work. Perhaps the pill will be | 
sweetened, and the latest recruits will | 
simply doff “golden handcuffs” or say 
goodbye with golden handshakes. 
€ NEW York was celebrating yet an- 
other birthday of the Statue of Liberty 


een! 
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| that over with when they cleaned th 


book, and this Traveller for his enc 


| sary and its accompanying nostalgi 
staff them, by the banks, brokers and fi- | 
| interrupted. by the news from H 
| kong that Rupert Murdoch's.Ne 
, had acquired options: for acomm: i 
on as we arrived in New York and | 
| (REVIEW, 20 Nov.). But, untilany: 
| tion marks about the REVIEW's à 


| summit? 


as we aed. a thought keya d gi 


girl up). One of the nicest moments 
the arrival.of REVIEW’s Washingto 
yan Chanda with v 
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Scriptivé 4 “(eve 
Saigon which has bee ! written at 
many times) is as evocative: 
analysis of thetomplicated Indoc 
relationships is clear. . 

In a long list of acknowledgmen 
Nayan thanks William Shawcro: 
Seth Lipsky for pushing him to writ 


agement. The last thanks are proba 
undeserved for I have distinct recoll 
tions of showing signs of impatie 
over the years as the book was minut 
researched and drafted. Now Na 
swears he'll spend more time play 
with his kids. 

€ ON went the global safari, from N 
York to Chicago, Los Angeles. ; 
Tokyo, a round of ea a 


official celebrations: Tokyo o comp 
a family reunion (I d taken my y 
daughter out in London for he 
birthday, and Tokyo provided 
dezvous for a get-together with wi 


The rosy haze of the 40th anni 


the past and hopes for the future 


stake in the REVIEW's majority ow 


are answered, Tokyo provided as 
of proportion and. perspective. S 
ping one day on the Ginza we. 
police sealing off the street, An 
No. Ancient shrines fr 
nearby Shinto temples were carried p 
by teams of cheerful men. Ti 
groups of folkloric dancers, squads 
schoolchildren, gaggles of kimon 
ladies gathered. A couple of ba 
formed of men improbably wearing ta 
tan and another of young ladies w 
mini-skirts. leather boots and bl: 
| nylons formed up. Speeches o 
loudspeakers, then the parade. Ja 
was gearing up to celebrate the 60! 
year of Showa, six decades of rule und 
one Emperor. 
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Hail to the late chief 


By Shim Jae Hoon in Jakarta 


9 November ceremony held at Mer- 

deka Palace overflowed with senti- 
ment as Mrs Hartini, a widow of In- 
donesia's first president Sukarno, 
bowed and shook hands with President 
Suharto. “We find no words to express 
our feeling, but we are happy," said 
Sukarno's third wife, with a smiling 
group of his children by his five other 
wives looking on. 

However, the warm palace ambi- 
ence failed to arrest a brief moment of 
tension that took hold of those attend- 
ing the ceremony as the government be- 
latedly awarded the tige of Indepen- 
dence Proclamation Hero to Sukarno 16 
years after his death in ignominy. 
Suharto's sudden decision to honour 
this man, who in his lifetime often 
boasted of being the *mouthpiece of the 
Indonesian people," has reawakened 
memories of the charismatic leader at a 


. time when a tough economic and politi- 


cal situation casts a shadow over a gen- 
eral election due in a few short months. 

Suharto underscored the delicate na- 
ture of his action when he simultane- 
ously conferred the same honour on the 
late vice-president Mohammad Hatta, 
who died in June 1980. Most observers 
agreed that by honouring the two to- 
gether he was following his familiar po- 
licy of diffusing the spotlight on the man 
he deposed in 1966 during political 
chaos unleashed then by the now-ban- 
ned Indonesian Communist Party 
(PKI). The PKI allegedly had been plot- 
ting a coup against the military estab- 
lishment. 

After keeping Sukarno under house 
arrest while tens of thousands of people 
believed to be associated with the PKI 
were slaughtered, Suharto and other 
military figures reduced this fiery 
nationalist leader to a non-person ab- 
jectedly awaiting his end. 

The Sukarno children attending the 
palace ceremony showed wounds of 
their father's downfall. While his eldest 
son Guntur, who bears a striking re- 
semblance to Sukarno, appeared in a 
closed-neck jacket — a symbol of his 
father's populist Marhaenism move- 
ment which the New Order regime 
frowns on — his outspoken sister 
Rachmawati told the press: “This [hero] 
recognition matches only 2096 of what 
Bung Karno [Sukarno’s poplular 
nickname] achieved for the nation." 

Later, at her house, Rachmawati 
minced no words relating to the REVIEW 
his other accomplishments. “The re- 
maining 80% means achievement not 
just of independence but also giving In- 
donesia an ideology to strive for." 


46 


| Government moves to rehabilitate Sukarno to boost its image 


That ideology referred to Pancasila 
— Indonesia’s state doctrine stressing 
harmony among all races and religions, 
and consensus-building politics. Oppo- 
sition critics accuse Suharto of “steal- 
ing" Pancasila from Sukarno and *dis- 
torting" its meaning to suit what they 
see as his authoritarian rule. 

Sukarno's family and the former pre- 
sident's other admirers say Suharto now 
requires the Sukarno myth to help him 
cope with his problems. 

They say by using Sukarno's aura, 
Suharto can create an image of himself as 
a magnanimous statesman seeking to 
achieve a genuine national reconcilia- 
tion — though two decades after the 
Sukarno era. 

The fact that another Sukarno 
daughter, Megawati, and her husband 





Official embrace: Mrs Suharto welcomes Sukarno 's daughter, Megawati. UE 


are running for the country's House of 
Representatives as members of the In- 
donesian Democratic Party (PDI), a co- 
alition of Christians and nationalists 
who once followed Sukarno, may help 
boost Suharto's desired image of mag- 
nanimity. 


AU the late president's other 
children insist it is her right and own 
individual decision to participate in poli- 
tics, Megawati could not have passed the 
government's strict security check on 
poll candidates had the administration 
objected to her. As far as the ruling Gol- 
kar political grouping is concerned, 
Megawati’s success in focusing attention 
on the PDI can check the unwanted 
growth of the Muslim-based United 
Development Party, whose past success 
worries the government. 

Even if Sukarno's ghost returned 
briefly for the electoral campaign, it is 
unlikely that it would be allowed to 





linger long. The authorities do not want 
any full rehabilitation of his role in In- 
donesia's anti-colonial struggle and the 
early years of independence or any new 
political movement bearing his name. 
The reason is that Sukarno still remains 
popular in Java, Sumatra and Bali for 
his early revolutionary days. 

"Our activities are closely monitored 
by the government," a family member 
said, asking that he remain anonymous. 
For her part, Rachmawati is determined 
to fight for restoration of her father's 
full honour. In 1985, for example, a 
committee of scholars protested over 
secondary school textbooks depicting 
Sukarno as a corrupt figure taking 
money from foreign contractors. The 
book, authorised by a former educa- 
tion minister, was withdrawn and re- 
vised. 


Rachmawati said that a decisienre |. 


taken by the provisional People's Con- 
sultative Assembly in 1967 stripping 
Sukarno's status of president-for-life 
and revoking his original title of Grea 
Leader of the Revolution is incompati- 
ble with her father's new official recog- 
nition. Unless this decision is reversed 





- TEMPO 


and replaced by a new presidential de- 
cree making Sukarno an “independence 
proclaimer," she said she would not be 
pacified. She may petition the House 
of Representatives for redress. 

What the family really wants is free- 
dom to propagate Sukarno's teachings 
without official hinderance. As chair- 
man of the Sukarno Education Founda- 
tion, Rachmawati has for years toured 
the countryside, meeting people and 
opening new schools in the hope of 
keeping her father's name alive. 

But she and other supporters have 
not had complete freedom to promote 
the Marhaenism movement — an all- 
embracing concept aimed at basing In- 
donesia's political and economic opera- 
tions on the values of peasants, who 
make up most of the population. *We 
can't hold any rallies because officials 
would not give us permits," lamented 
Slamet Ginting, a 63-year-old 
nationalist politician from the Batak 
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tribe who fought in the independence 
war and was close to Sukarno. 

Ginting is embittered that the New 
Order regime has discarded Sukarno's 
dream of an equitable distribution of 
wealth in favour of an oligarchy produc- 
ing gaps between the rich and poor. 

The government is worried that its 
opponents might seize the movement to 
attack the Suharto system. Rightly or 
wrongly, the fear of older-generation 
critics comparing a charismatic Sukarno 
with a lacklustre Suharto persists. 

Sukarno, who could have fled the 
country as the military took control but 
chose to stay instead and endure the 
humiliation of house arrest and the re- 
moval of his revolutionary titles, is seen 
by the older generation as a manly fig- 
ure who considered the nation's in- 
terests above his own political fortunes. 


= Maybe he accepted [his fall] as a 


redemption of his wrongs and errors," 
one observer said. Others, delivering an 
indirect criticism of the Suharto child- 
ren's many business connections, make 
the point that the late Sukarno left no 
wealth to Rachmawati or Guruh, his 
artist son. 


hese nostalgic views of the Sukarno 

era, widely held by a cross-section of 
Indonesian society, add to the govern- 
ment's fear that, unless Sukarno's myth 
is properly contained, it could come 
back to haunt the present regime. 

The authorities are guarding against 
this happening. A ban on delivering 
speeches, reading poems or submitting 
petitions at the site where Sukarno is 
buried in the remote East Java town of 
Blitar remains in force. Evidently, the 
site was chosen by the government to 
prevent it from becoming a meeting 
point, or symbol, of people critical of 
the New Order. 

Nor will the authorities approve the 
opening of the Sukarno University in 
Jakarta as long sought by his family and 
supporters. And when it becomes 
necessary to cite Sukarno's name, offi- 
cials make sure that it is done only 
alongside that of Hatta. Hence the new 
Jakarta international airport opened in 
July 1985 was christened Sukarno-Hatta 
Airport. Even a recent cover story on 
Sukarno in the Jakarta-based current- 
affairs magazine Tempo had to show 
Hatta standing next to the former presi- 
dent. 

Sukarno's memory remains firm in 
the minds of the people, with about 
1,000 a day visiting the Blitar cemet- 
ery. A glass partition surrounding the 
president's grave prevents them from 
touching it. 

People go on pilgrimage to Blitar not 
just to pay homage. Some pray for luck 
on their lottery tickets, while others 
seek Sukarno's blessings for job promo- 
tion. All of which makes him what he 
really wanted to be in his lifetime — a 
leader catering to all manner of people 
with all manner of political views. Oo 
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| SOUTH KOREA 


A police get-together 


Government blocks opposition rally with massive show of force 


By John McBeth in Seoul 


Fo the opposition New Korea Dem- 
ocratic Party (NKDP), it may have 
been the last throw of the dice in a pro- 
longed struggle over constitutional re- 
form. As a police get-together, it was an 
unmitigated success. Thousands of pat- 
rolmen, most of them in olive-drab riot 
gear, turned out in force to put such a 
stopper on a planned 29 November rally 
in downtown Seoul that the rally never 
made it to the streets. 

Two hours after the demonstration 
was due to get under way on an old 
school ground, an NKDP spokesman 
defiantly conceded defeat. “Although 
we failed to hold the rally today, we will 
hold one in the near future,” he said. “It 
is ridiculous if the government insists on 
claiming victory.” But the authorities 
did, clinging to the argument that stu- 


Lee: warning to the government. 





dent radicals and other militant ele- 
ments would have turned the rally into a 
riot if it had been allowed to go ahead. 

As it was, the rally site was sealed off 
by heavy concentrations of police, and 
metropolitan police commissioner Lee 
Young Chang said nearly 2,000 people 
were arrested and $840 Molotov 
cocktails seized during 30 scattered 
clashes between militants and teargas- 
armed security men. 

Opposition leaders Kim Dae Jung 
and Kim Young Sam were both placed 
under house detention to prevent them 
leading the well-publicised protest and, 
in scuffles outside the NKDP's 
Chongno headquarters, 71-year-old 
party leader Lee Min Woo and about 40 
opposition lawmakers failed in three at- 
tempts to break out through a wall of 
shield-carrying policemen. Lee said 
later: “The NKDP will seek to topple 
the government if it continues [its] 
blind plot to extend dictatorial rule." 


Hundreds of riot policemen sur- 
rounded Kim Dae Jung's suburban 
home, while inside the 60-year-old 
politician said thousands of people from 
provincial areas had been stopped from 
travelling to Seoul and others who had 
made it to the capital — presumably 


from his native southern province of — 
Cholla — had been ordered to go back. - 
Although he acknowledged that the- 
NKDP had suffered because of militant 
activity since riots broke out at opposi- - 
tion rallies in Inchon in May, Kim in- 
sisted that opposition politicians had — 
largely succeeded in persuading student — 


radicals to moderate their actions. 


The authorities apparently thought | 
otherwise. Declaring the rally illegal | 
under provisions of the Assembly and © 


Demonstration Act and the Police Ser- 


vice Act, they ordered Seoul’s 35,000- - : 
man police force into its high state of 
alert, brought another 4,000 reinforce- - 


ments in from the provinces and put 7- 


- | 8,000 patrolmen into direct riot-control . 
duty. 


What happens now is open to conjec- 
ture. The ruling Democratic Justice 


Party (DJP) has said it hopes the NKDP | — 
will now return to the national assem- |. 
bly's constitutional-revision committee | 


and seek a solution to the current im- 
passe over what form of government 


B Should be adopted after President Chun 


Doo Hwan steps down in early 1988. 
The sources claim, however, that 


while the DJP will not budge from itsin- | 
sistence on a cabinet system of adminis- — 
tration and has no intention of heeding - 
the opposition's call for direct presiden- - 


tial elections, it is prepared to com- 


promise on the framing of a subsequent | 


electoral law if the opposition gives in. 
As a senior party member told the 


REVIEW: “We are ready to use the | 


NKDP's proposals as the basis for dis- 
cussion.” 


There are few signs that opposition - 


leaders will take the carrot. And if they 


do not, the DJP is now openly saying it 
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will force the amendment through ~ 


unilaterally — presumably relying on 


splinter groups and opposition deserters | 
to give it the required two-thirds major- 
ity. "We will try to avoid taking unilat- - 
eral action,” a party spokesman said, 
“but if we feel we are pressed for time 


then we will have to do something." 


Most analysts, including several op- — 


position lawmakers who feel the NKDP 


has probably lost this round of the bat- _ 
tle, say they expect that the DJP will - 


make its move during South Korea's 
frigid winter months when political ac- 
tivity is usually at a low ebb. 
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|| PHILIPPINES 


B By James Clad in Manila 


m1 
| P w 0: 27 November President Corazon 
b Aquino's government and repre- 
A sentatives of a 17-year-old communist- 
led insurgency initialled two unpre- 
- | cedented peace accords after four 
. months of negotiations. The event came 
just four days after a cabinet reshuffle 
X that jettisoned former defence minister 
Juan Ponce Enrile, a persistent critic of 
| thetalks (REVIEW, 4 Dec.). 
| But despite a proclaimed goal in the 
= | agreements to "establish good faith and 
.| mutual trust . . . toward the achieve- 
| mentoflasting peace and a resolution of 
E . political differegces," sources 
_ | speaking for both signatories say the ac- 
.| cords mainly serve short-term tactical 
.| purposes. Appearing to be conciliatory 
. | is a political plus for both sides, they 
| Say. 
Many in the Philippine military be- 
- | lieve the agreements have favoured the 
| Left by giving them symbolic parity with 
the government and breathing space to 
regroup and propagandise. 
| Nonetheless, the agreements also 
| suggest concessions by the Communist 
| Party of the Philippines (CPP), the most 
.| influential component of the National 
.| Democratic Front (NDF), the militant 
| Lefts illegal popular-front organisa- 
| tion. 
E The core of the two documents lies in 
_| these words: “All hostile acts and armed 
| operations by either side against the 
| other...shall stop." The most impor- 
tant agreement aims at a 60-day “pre- 
liminary ceasefire” starting 10 De- 
| cember; the .second and subsidiary 
. |. document sets out “safety and immunity 
| guarantees" for substantive negotia- 
.| tions to start within a month for a “prin- 
| cipled settlement" of thé rebellion. 
.| _ Both agreements, each five pages 
i 








| long, contain many explicit undertak- 
| ings. For example, each side will “dis- 
.| arm and punish abusive members and 
.| units in the field." Each also will desist 
| from “reprisals” and from 23 different 
| types of “hostile acts," ranging from 
| “armed extortion” and “artillery shell- 
ing” to “surveillance” or “torture in any 
. form." 
» . A five-member National Ceasefire 
| Committee will review reported viola- 
| tions, as will local ceasefire committees, 
comprising the same number of mem- 
bers, "created in every area where 
| armed conflict exists." 
E Since 5 August, NDF negotiators 
.. | Satur Ocampo and Antonio Zumel had 
. | been meeting Aquino representatives 
| Ramon Mitra (agriculture and food 
| minister), Teofisto Guingona (the au- 
| ditor-general) and former senator Jose 
N Wy 
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.| Please hold your fire 


L . Aquino and insurgents initial peace agreement 


Diokno (now chairman of the Presiden- 
tial Commission on Human Rights). 
Sources on tae Left said most of the ini- 
tial NDF positions had been abandoned 
during the <alks in response both to 
Aquino's demands and to the Left's tac- 
tical needs. 

The first position to buckle was the 
NDF's insistence on treating a ceasefire 
as "insepara»le" from substantive dis- 
cussions about reforming society. De- 
mands for detailed understandings 
about paramilitary forces also went by 
the board, as did transparent NDF at- 
tempts to wn a type of international 


Zumel and Ocampo: revised position. 





belligerancy status via a ceasefire agree- 
ment. 

By September the president’s insis- 
tence on a “no-preconditions” ceasefire 
had won the day. Thereafter, only ex- 
ternal crises in Manila derailed momen- 
tum. First, the military arrested CPP 
military commission member Rodolfo 
Salas (REVIEW, 9 Oct.) and later the 
leader of an NDF-linked trade union 
federation, the Kilusang Mayo Uno 
(KMU), Rolando Olalia, was assassi- 
nated. 

Sources saic the talks boiled down to 
a presentationzl problem: how to devise 
a credible "ceasefire" shorn of detail 
and face up, at the same time, to the 
physical safety concerns of the NDF 
negotiators. 

Despite prrvate NDF talk on 27 
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November that the government had 


iven way on New People's Army 
(NPA) "taxation" in the countryside, 
the agreements themselves explicit- 
ly reserved government powers to 
"stop any form of taxation or illegal ex- 
action." 

Also explicit is the NDF's failure to 
win a place on the international stage (in 
contrast to the southern Philippine 
Muslim insurgency that, by Philippine 
Government agreement, has pulled in 
outside Muslim nations). *The present 
armed conflict," the safety/immunity 
accord says, “. . . is an internal problem 
of the Philippines, [and] this agreement 

. . Shall not invest the NDF with the 
status of belligerency under the laws of 
war.” 

Left purposely vague to keep to 
Aquino’s 23 November ultimatum of a | . 
ceasefire by 1 December or an end tae |. 
peace talks, the agreements need to de- 
vise various guidelines before the cease- 
fire starts on 10 December. 
Most analysts believe the 
agreements’ implementa- 
tion will be far from trouble- 
free — not least because the 
documents contain plenty 
of clauses that might later 
support charges of non- 
compliance. 

For example, the cease- 
fire document itself com- 
mits the government to “ar- 
rest, disarm and prosecute 
armed groups which include 
private armies, armed 
goons, armed fanatical sects 

. and death squads.” 
Most observers doubt the 
government’s ability, let 
alone willingness, to comply 
with this commitment. 
Similarly, the same agree- 
ment tries to draw a line be- 
tween “searches” amount- 
ing to ceasefire violations, 
and “searches” that only 
mean government “peace-keeping.” 
The distinction could be easily lost in 
practice. 


A the signing ceremony on 27 Nov- 
ember at Manila's Club Filipino 
(also the venue for Aquino's presiden- 
tial oath-taking in February), govern- 
ment negotiators embraced NDF 
panelists — but only at press photo- 
graphers’ prompting. Aquino herself 
did not attend, later issuing a bland 
statement. 

The president’s tenacity in pursuing 
the agreements has won her renewed es- 
teem in the aftermath of the cabinet 
shake-out — itself a political plus for 
her. The 60-day term for the ceasefire 
also takes the truce past the 2 February 
1987 plebiscite that Aquino hopes will 
ratify the country’s new constitution. 

Despite an often contrived alarm 
about Aquino’s expectations from the 
ceasefire, most sources speaking to her 
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.| recently 
| about lasting prospects for peace. Her 
| public pronouncements and privately 
. | voiced opinions suggest she wants first 
= | toestablish the moral “high ground" be- 


— | senior 


— | es and forces always use . . 
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gree that she has few illusions 


fore committing the Armed Forces of 


| the Philippines (AFP) to renewed war- 
| fare. 


Privately, the accords already have 
prompted differing interpretations by 
AFP commanders. Sources 
suggest that the ceasefire, if it holds, will 
enable the AFP to prepare for later ac- 


| tion against the NPA in such areas as 


Panay, Quezon province and in Ilocos 


_| Norte. A senior general, speaking to the 
= | REVIEW, scoffed at suggestions that the 

_| AFP needs to ask “permission” before 
| entering NPA-influenced territory. 


Further down the track, the substan- 


| tive talks also promise daunting disag- 
.| reement. A quick glance at the NDF's 
_| published programme suggests an un- 


bridgeable gulf: an end to US military 


- | bases and other “unequal” foreign 
— | treaties; disbanding various AFP units; 
| "genuine" 
| land reform; a coalition government 
|] leading to a “People’s Democratic Re- 
| public," and the nationalising of vital in- 
| dustries. 


(meaning redistributive) 


At the talks the bargaining latitude 
will also grow narrower — in contrast to 


| the time-buying or logistic advantage 


tacticians on each side see in the cease- 


— fire. 


In giving its “full concurrence" to the 
ceasefire, the CPP's central committee 


| on 28 November said “genuine social 
.| change does not come easy or cheap." It 


also said “privileged and powerful class- 
. all re- 
sources and instruments of war and 
coercion at their disposal to prevent 
change," and cautioned against hopes 


- |. for quick results. | 


To sum up the reaction to the 27 
November ceasefire accord, many AFP 


. | Officers say it favours the Left because it 
_| has won symbolic parity with the gov- 
ernment (a big gain in a "face"-con- 
— scious society), including detailed im- 
| munity clauses and safe conduct passes 
_| for NDF negotiators and “consultants”; 
| an NDF Manila office (probably at the 
_| National Press Club building) and even 
|] an NPA venue outside Manila for some 
.| ofthe later substantive talks; time to re- 
| group, propagandise and stake out ter- 
.| ritory, and breathing space to counter 
.| theloss of momentum following the suc- 
| cessful “February revolution” evicting 
. Marcos. 


A contrasting view comes from com- 


$ : munist sources, who claim these doubt- 
. ful advantages have been bought at high 
cost. They foresee the AFP using the 


ceasefire to stockpile materials and ac- 


_ celerate training programmes; enhance 
its manoeuvrability (given improving 
. deployment ability partly attributable 


to new US equipment), and prepare for 
selected encounters once the ceasefire 
collapses or is not renewed. A | 
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Ramos and his generals seek bigger say in government 


By Rodney Tasker in Manila 


W hile President Corazon Aquino is 
being widely praised as a newly as- 
sertive leader after sacking her trouble- 
some defence minister, Juan Ponce En- 
rile, she will have to accept a delicate 
new power-sharing arrangement with 
military leacers. It was armed forces 
chief of staff Gen. Fidel Ramos and his 
generals whc handed her Enrile’s head 
on a platter, and already senior military 
and diplomatic sources are depicting the 
seat of power as a 50-50 spread between 
the uniformed and civilian branches of 
government. 

This is nct to say the Philippines is 
about to beccme a military dictatorship, 
as it might nave done if the govern- 
ment’s version of a planned coup by of- 
ficers loyal tc Enrile on 22 November is 
to be believed (REVIEW, 4 Dec.). 
Ramos and fhe new defence minister, 
retired lieuteaant-general Rafael Ileto, 
appear totally loyal to Aquino — though 
it took Ramos several months to gain 
the president s trust, and even now cer- 
tain among her advisers look at him with 
a wary eye, according to insiders. 

But personally loyal or not, military 
leaders expect Aquino to listen to them 
on such subjects as the communist in- 
surgency — with or without a ceasefire 
— and clean, effective government. 
This feeling has been heightened by the 
agonising decision by Ramos and his 
senior generals effectively to move 
against Enrile, risking the former de- 
fence minister's wrath as Judases, in 
order to protect the presidency. 

A memoraadum dated 15 November 
and signed by Ramos, his four service 
chiefs and vice and deputy chiefs of 
staff, urged Aquino to move on a 
number of major issues. The document, 
handed to Aquino by Ramos, contained 
a 10-point lst of proposals with a 
lengthy passage on introducing more ef- 
fective ways to counter the insurgency 
and other clauses calling for the sacking 
of unworthy cabinet ministers, reactivat- 
ing a national security council, weeding 
out corruption in the government 
bureaucracy end replacing unpopular 
local officials. known as officers in 
charge. 

While the generals say they were 
only acting on »ehalf of the wishes of the 
people, others saw the move as blatant 
military intervention in civilian govern- 
ment affairs. ronically, the proposals 
were accompanied by a separate letter 
of endorsement by Enrile. Military 
sources say the same seven generals had 
earlier pledged to Enrile that they 
would oppose any move by Aquino to 
dismiss him, yet it was their swift action 
to counter a purported coup by Enrile's 
"boys" on 22 November that precipi- 
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tated his downfall the following day. 

Opinion in Manila is still divided 
over whether, in fact, there had been an 
imminent coup in the making. One 
compromise theory is that Ramos 
launched his counter-coup long before 
any threat of a real coup by Enrile's 
loyalist officers, which means the previ- 
ously influential group of young officers 
who call themselves the Reform the 
Armed Forces of the Philippines Move- 
ment (RAM). 

Either way, the RAM officers are 
now in disgrace, under discreet investi- 


^ 


gation by their superiors and probable |. 


about to be gradually dispersed to vari- 
ous units nationwide by Ileto. In a meet- 
ing with several RAM leaders shortly 
after Enrile's dismissal, Ileto told ther 
they would now have to shape up as pro- 
fessional soldiers and prove that they 
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Ramos: 10-point list. 


were worthy of promotion. Those RAM 
officers who hold army commands are 
now slowly being deprived of their ar- 
mour and heavy weaponry as a pre- 
emptive tactic. “But they are still dan- 
gerous,” a military observer commented. 


he RAM leaders themselves feel 

they have been unfairly branded as 
criminals — contrasting with their 
image as crusaders during the dying 
days of the Ferdinand Marcos regime, 
when they played a central role in bring- 
ing the dictator down. It is known that 
some of them would prefer to be arrest- 
ed and brought before a court martial in 
order to publicly proclaim their inno- 
cence. “We were not trying to bring 
Cory [Aquino] down,” one officer said. 
“We were just trying to make her aware 
of the dangers of the Left.” 

According to one senior military 









source, the generals felt Enrile was lat- 
terly “being held captive” by his RAM 
boys. A major basis for this suspicion 
was a letter drafted allegedly by Victor 
Corpus to a RAM officer stationed in 
the Ministry of Defence headquarters, 
navy Capt. Rex Robles. Corpus is a 
former Philippine Military Academy 
student who defected to the com- 
munists, but who has now been 
reinstated in the armed forces. 

The typewritten letter, dated 7 
November, expressed Corpus’ fears 
about what he claimed Robles had told 
him about a “scenario of a coup,” in 
which the RAM group wanted to in- 
volve him. In a handwritten “PS” at the 
end of the letter, Corpus wrote: “One 
ominous and disturbing statement of 
yours keeps ringing in my mind to the 
effect that you have reserved a special 
*histol for minister Enrile alone in the 
event that he does not go along with 
you." 

Whether genuine or concocted by in- 
erested parties, the letter was never de- 
livered to Robles. Instead it landed in 
the hands of Ramos, who apparently 


Enrile: factionalism fears. 





took it seriously and showed a copy to 
Enrile. Senior military sources say En- 
rile was also alarmed by the letter, but 
others close to the RAM group say he 
did not believe it and tore it up in front 
of Ramos. A copy of the letter was sent 
to Aquino, adding to Malacanang 
Palace's pre-coup jitters. 

While for the moment the RAM 
group have been exposed and presuma- 
bly defused as a political force, the 
armed forces as a whole are more politi- 
cised than ever. Ramos himself is gain- 
ing more political stature by the day, 
whether he likes it or not. He is report- 
edly flattered by his new nationwide 
popularity, as shown in various political 
surveys. But one general was careful to 
point out to the REVIEW that while senior 
generals moved with Ramos “at the 
lith hour" to help Aquino remove En- 
rile, this reflected more their loyalty to 


the president than to their chief of staff. 

Some in the military leadership have 
grown frustrated with Ramos' hesitant, 
almost timid style. His constant refer- 
ences to the armed forces’ need to be 
neutral, when plainly they should back 
the president, and a ruling chain of com- 
mand passing from Aquino to himself 
and Enrile, irritated some of his military 
colleagues. So while Ramos may now 
enjoy a new degree of power vis-à-vis 
the civilian government, he also has to 
consolidate his control of the armed 
forces. Aquino could help here by car- 
rying out a more strident revamp of her 
cabinet to appease the military, such as 
by removing Executive Secretary Joker 
Arroyo. 

There is a great deal of animosity to- 
wards him among the senior-ranking of- 
ficers who view him as anti-military, 
sympathetic towards the Left and abus- 
ing his powerful position next to 
Aquino. 


enior military sources insist that the 

fact that the armed forces has now 
become more of a political force in the 
country does not reflect a desire even- 
tually to take over the reins of the gov- 
ernment. The presence of Ramos and 
Ileto — two professional officers — at 
the military helm alone should insure 
against this. But it is put in terms of a 
temporary necessity given what military 
leaders believe to be the overall air of 
inexperience and inadequacy in the civi- 
lian cabinet. Also the military feels that 
it may have to be a bastion against any 
tendency within the government to be 
drawn to the Left as it becomes more 
deeply involved in peace talks with the 
radical Left. 

Enrile may be relegated to a 
backstage posture, but Ramos and Ileto 
must be aware that he still commands a 
large amount of respect in the armed 
forces as a forceful personality who ex- 
presses their desires and fears. Enrile 
has told some of the constant stream of 
visitors to his plush compound in Man- 
ila’s leading residential area that he is 
concerned about factionalism in the 
armed forces — without adding that he 
himself was probably: responsible for 
some of it. 

When Enrile handed his office over 
to Ileto in an elaborate ceremony in 
Manilas Camp  Aguinaldo on 28 
November, there appeared to be some 
nervousness underneath the official 
smiles among the generals who sat with 
him. Enrile made a point of publicly 
welcoming each senior general by name 
in an almost et-tu-Brutus fashion. He 
seemed the happiest man there as he 
spoke of leaving office "without regret, 
without rancour." With Enrile still by 
no means down and out politically, and 
with his “boys” still at large and venge- 
ful, the military-civilian government 
equation in the Philippines may still be 
heading for dramatic, possibly violent, 
change. Oo 
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A challenge 
to reformists 


Peng wants commitment 
to communism reaffirmed 


By Robert Delfs in Peking 


hina's reformist leaders face a new 
challenge. In a speech before the 
National People's Congress (NPC) — 
standing committee on 25 November, 


committee chairman Peng Zhen criti- |. 


cised those he said had denigrated the 


communist ideal. Peng defended the | 
superiority of socialist democracy and | 


urged that the socialist legal and demo- 
cratic systems be strengthened so that 
they “are not s@bject to change with the 
change of leadership, or changes in the 
views and attention of the leaders." | 
Peng reacted strongly to suggestions | 
“by some people" that discussing the | 
ideal of establishing a communist socie- — 


ty is merely “mouthing lofty phrases, | " 


big words and empty talk." On the con- 
trary, Peng insisted: “It is a question of 
practical guiding significance in both 
theory and practice . . . The progress of 


human society towards socialism and | | 
communism is an objective law of his- | — 


torical development." 


A party member's theoretical and | 


practical stand on the communist ideal, - 
Peng said, “is not merely a question of | 
judging whether [he] has acquired a 


communist world view." He added: “It | | 


also concerns questions of whether he 
has faithfully carried out the solemn 
vow made on entering the party, and 
whether he can be considered a qual- 
ified party member." 
Some people now  yearn for 
bourgeois democracy, Peng said, “as if 
the moonlight of capitalist society were | 
brighter than our sun." Socialist demo- | 
cracy, he argued, is democracy of all the — 
workers of all nationalities, while - 
bourgeois democracy serves to maintian 
the capitalist system, and is increasingly 
controlled by monopoly capital. “Peo- | 
ple's democratic dictatorship based on | 
the alliance of workers and peasants,” — 
Peng insisted, “is better than the demo- 
cratic system of the bourgeoisie.” 
Peng’s speech contrasted sharply 


with speeches and articles on political | 


reform by academics and younger party 


leaders appearing over the past nine | 


months, and appears to counter directly 
recent statements by elder statesman - 
Deng Xiaoping. | 

“If we make our work a success,” 
Deng told Polish leader Wojciech 
Jaruzelski on 29 September, “we will be 
able to show the superiority of socialism 


over capitalism. Otherwise we will not | | 
be qualified to talk about the superiority | — 


of socialism, let alone our ideal of reach- 
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al rule, citing Deng's earlier criti- 
m of "treating the words of the leader 
| ‘law,’ and those who do not approve 
‘the leader's words as ‘law-breakers’.” 
f the lawlessness of the Cultural Rev- 
olution had been allowed to continue, 
Peng asked, "what would China be like 
today?" 

< One of the first high-ranking party 
eaders to be toppled during the Cul- 
ral Revolution, Peng has long been a 
oponent of strengthening the legal 
stem and played a key role in drafting 
€ state constitution adopted in De- 
mber 1982. In the present context, 
)wever, Peng's warnings about the 
dangers of personal rule are clearly di- 
ted towards Deng and Premier Zhao 
ang (Zhao also heads the working 
up that will map ous a strategy for 
litical reform prior to next year's 
ty congress). 


long with politburo standing com- 
mittee member Chen Yun, Peng is 
al of the pace and extent of recent 
ms. China watcher Fr L. La Dany 
argued that Peng has been 
gthening the independence of the 
Standing committee from central 
-ontrol in order to create an in- 
ional and legal basis for challeng- 
ie Dengist leaders who largely con- 
he key party organs (REVIEW, 28 
*84). Peng's speech, and extensive 
te of the bankruptcy law and other 
nist policies in the standing com- 
tee sessions this year, supports La 
"sthesis. . 
While Chen has differed publicly on 
itters of principle with both Mao and 
Deng throughout his career, he has 
refully avoided any position that 
uld be construed as factional opposi- 
n within the Pun. Peng also has 
refully phrased his criticisms, insisting 
the reformist leaders adhere to the 
ite constitution and key party docu- 
S — the legal framework which 
himself helped to design in the 
post-Mao years. — 
g's institutional basis in the NPC 
mittee,. outside of the 
ultimately. prove a more 
challenge. to the reformists 
Chen's voice of conscience in some 
ects. How the system deals with 
g's loyal communist opposition may 
ome, ironically, the first real test of 
tical reform. | 
Meanwhile, Zhao presented a pro- 
sal to the NPC standing committee 
^a new ministry of supervision which 
uld be responsible for assuring im- 
ntation and observance of state 
s, laws and regulations by gov- 
X departments. Corresponding 
departments. would be es- 
| provinces, municipalities 


ctures. ü 














THE brief state visit to Singapore . 
by Israel President Chaim Herzog 
in mid-November raised difficult bi- 
lateral issues for Asean which most 
observers agree all the parties con- 
cerned — with the exception of Israel 
—,woulc have preferred unexplor- 
ed. ! 

For Singapore, the visit was an 
unavoida»le diplomatic debt owed to 
a valued ally which was bound to 
have unfcrtunate repercussions with 


Islamic partners. For Malaysia it pre- 
sented both a challenge and an op- 
portunity to express irritation with its 
small neighbour, while avoiding the 
trap of turning it into a local racial 
issue. For Indonesia, with the largest 
Muslim population in the world, the 
visit presented another balancing act 
— avoiding the danger of giving anti- 
government Muslim factions am- 
munition while still making clear its 
displeasure. | 





By Review Correspondents 


Arnos Singapore would clearly like 
to limit the damage done, the unex- | 
pectedly vehement response of many 
Malaysian groups to the Herzog visit | 
has been turned into an object lesson in | 
self-reliance. In the only government 
reaction thus far to the neighbours’ fu- 
rore, the semior minister in the prime 
minister's office, S. Rajaratnam, drove 
home the point that Singapore has to | 
stand on its own feet in a crisis. "If you | 
can have friends to help you, good. If 
not, just depend on yourself,” he told | 
journalists on 19 November. 

Singapore's newspapers, which by | 
tradition avoid criticism of or by fellow | 
Asean members, have been given an | 
unusually free rein to report the reac- 
tion around tie region to the Israeli visit | 
and have done so in great detail. Parti- | 
cular attention has been given to the 
commentaries carried mostly by Malay- 
sian newspapers, which are not on sale 
in Singapore in a mutual-exclusion 
agreement. A long article by Tunku 
Abdul Rahman, Malaysia's first prime 
minister, in The Star — which contained 
some of the most wounding criticisms of 
Singapore anz described Herzog's visit 
as “the straw that breaks the camel's 
back" — was reprinted in full in Singa- | 
pore's main English-language news- | 
paper, The St-aits Times. 

Perhaps the most serious and wild 
charges that have been reprinted are 


a 
that Singapore might help Israel carre |- 
out a nuclear test in the region and, 
through other forms of military coope- 
ration, lead to the domination of South- 
east Asia by Israel. On 26 November a 
deputy minister in the Malaysian prime 
minister's office, Yusof Noor, was re- 
ported to have expressed the hope that 
Herzog's visit was not. designed. “to 
open the way forthe Jews to enter 
Singapore and then aim their weapons | 
at our country.” ^ — | 

In the view of one senior local jour- 
nalist, all this has driven home the point 
to Singaporeans that there is enormous 
hostility and jealousy harboured by 
their neighbours. For many this may 
come merely as a salutary reminder of 
the realities of international life, but to 
others as something of a shock. 

: Apart from Rajaratnam's response, 
the protests from Singapore's Islamic 
neighbours has been met with silence 
from the rest of the government and no 
editorials have appeared in newspapers 
defending its position. 

The view that discretion is the better 
part of valour seems more important to 
the Singapore Government at the mo- 
ment than the need to justify the visit to 
its citizens. Rajaratnam's statement 
only goes part of the way in explaining 


| the. invitation to Herzog. Many Sin- 


gaporeans must be wondering whether 
a long and friendly relationship with a 


Better late than... 


Manila wakes up to Herzog danger just in time - e 


By James Cladin Manila 


he cancellation of Israeli President 

Chaim Herzog’s planned state visit 

to Manila in November has drawn at- 

- tention to faulty liaison within President 

Corazon Aquino's government and 

raises serious Joubts about understand- 
ing of regional sensitivities. | 

Former Israeli ambassador to Man- 

ila Uri Gordon first suggested the visit 











_ jection to the idea, which also was ap- 
| proved by Aquino'sstaff. —— 


| parent lack of concern on the part of the 











president's advisers a 


plications. By one 










out the visit's im- 
imate, almost | 

















; try consummated in this 
ay is worth the antagonism it excites in 
he island’s neighbours. Local people 
robably have only a sketchy idea of the 
:readth and depth of the links between 
‘Singapore and Israel, details of which 
are not freely available. 
^| ^. The Foreign Ministry has refused to 
> |. be drawn on any of these questions, but 
| official circles have characterised the 
- |. visit as the repayment of a debt of 
| gratitude by Singapore to a country 
which supported it during its darkest 
hour — when it was kicked out of Ma- 
laysia in 1965 and needed help in build- 
ing up its defence forces. Israel had 
..| been pushing for an invitation for some 
| time and Singapore could not put it off 
indefinitely, these sources say. 


















9 tions with Malaysia is regarded as 
| axiomatic; the cardinal fact of life. This 
. | is why Singapore has paid overriding at- 

+ tention to Prime Minister Datuk Seri 
-Mahathir Mohamad's reaction to the 
fisit, a response which has been seen by 
‘Singaporean sources as low-key. One - 
source pointed out that in a statement 


we B: the preservation of good rela- 
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Utusan Melayu cartoon reproduced in Singapore. 


-300,000 Filipinos work in the Middle 
East, many on labour contracts in the 
| |. Of more immediate diplomatic con- 
| cem, the Organisation of Islamic Coun- 
4 tries (OIC) has been cooperating with 
| Aquino's government in moves to solve 
a separatist revolt by elements of the 
country's small Muslim minority. 
Belatedly, Foreign Ministry officials 
and two of Laurel’s three deputy minis- 
ters learned of the visit and began to 
ring alarm bells about adverse reaction in 
Asean, particularly Malaysia, with which 
Manila already has the delicate problem 
of its old claim to Sabah to resolve. 













mention Asean and a few days earlier 
he had said that the issue should not af- 
fect the proposed Asean summit next 
year. 

In Kuala Lumpur, it has been made 
clear that behind the sound and fury, 
there is genuine anger over the Herzog 
visit and a determination to teach Singa- 
pore the lesson that it cannot ignore the 
concerns of its Muslim partners, but at 
the same time it has no wish seriously to 
damage relations. | 

If there are costs in the flow of 


tourists, of trade and even problems | 


over treated water, they would have to 
be paid in order to get Kuala Lumpur's 
point across, it is said privately. Dem- 
onstrations, which have been carefully 
limited in their scope, are genuine and 
not merely play-acting for a domestic 
audience, it is stressed. 

But there have been domestic ele- 


ments involved — the opposition 


Democratic Action Party and the Parti 
Islam have both been keen to climb on 
the anti-Singapore bandwagon while 
the youth wing of the United Malays 
National Organisation was conspicu- 


A: When the Israeli leader's visit to Singapore ends, all will subside and return to normal. 
B : | don't think so ... When a wok has been used to cook "haram" food, it will always be 
considered "haram" (forbidden by Muslim law). 


Israel's friends in Washington tried 
to rescue the trip. The REVIEW is reli- 
ably informed that influential Con- 
gressman Stephen Solarz — an advo- 
cate of extra US aid to the Philippines as 
well as an Israel supporter — wrote to 
Aquino before her visit to the US. The 
connection between receiving Herzog 
and retaining friends in the US Con- 
gress was pointedly made. 

But Foreign Ministry resistance and 
concern by some Muslim Asean neigh- 
bours kept the visit in doubt. On 13 
November, the Israeli Embassy made 
one last attempt to save it, suggesting an 
airport stopover and lunch with high of- 





on 29 November, Mahathir "dd eos 










ously in the fore 
wanting to be branded le: dant 

sensitive to Muslim feelings than th 
rest. In addition DAP is always keen 
distance itself from suspicions that 
maintains links with Singapore’s ruli 























































day after a big di 
ration in Johor B: 


litical purposes, to pressure our go' 
ment or the Singapore Government 
for other reasons," he said. | 
In Jakarta, the government also. 
been concerned not to allow the p 
tests to get out of hand. Anti-gove 
ment sentiment has often gone hand 
hand with Muslim extremism, whit 
armed forces commander Gen. Be! 
Murdani not long ago described as. 
of the major threats facing the gov: 
ment before next April's general e 
tion. The government can stir up 
Israeli feeling only at its own peril. 
In its management of the issue 
government has been praised f 
moderation, while .at. the. same t 
making it plain that it deplored wh 
called Singapore's lack of sensitivity 
wards its Muslim neighbours.—- 
recognising that the Herzog invit 
was the sovereign right of Singapor 
an independent country. "E 
But this moderation was. no 
flected in all Jakarta newspapers 
nationalist Merdeka, renowned fo 
criticism of Singapore : 
Lee Kuan Yew, attacke 





po 
what it called arrogance, describing 
cusing Herzog of a strategy leadi 


ficials rather than the two day 
ned originally. In response, one 
said the Israelis were advise 


Hs develop “a sudden case of 
u.” , l ec p 

On 14 November the Israelis 
“with profound regret" to abandi 
visit — blaming not influenza bu 
cent political developments, an 
particular very recent events." A 
ment said that Herzog, however 
*the hope and expectation that 
be able to honour [Aquino’s] i 
and make a state visit to the 
at a later date" — a hope fe 
now willbe fulfilled. . «> 











| Glitches and glitter on 


Rs up to the end of its two week- 
run here the Apna Utsav (National 
Cultural Festival) seemed less a bravura 
performance and more a prolonged 
| dress rehearsal. Performers from every 
tribe, caste and region — more than 
6,000 of them — shuttled among the 
seven main festival sites as well as a 
| Score of scattered satellite spots. 
| Glitches abounded, but so did seren- 
| dipitous encounters in which the per- 
formers clicked with each other and the 
crowds. ® 
On the last day, in a North Delhi 
Park, sitar maestro Ravi Shankar led 
. over 1,000 spectators in a round of 
| scale-singing and rhythmic exercises. A 


| r By Lincoin Kaye in New Delhi 
i 
i 
E 
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| couple of miles away, under the ram- 
parts of the 400-year-old Red Fort, 
-| somebody had the brain wave of meld- 
| ing all of the day's performing troupes 
| into a joint pageant. A prim, school- 
= marmish festival official marshalled the 
- feathered and painted tribal warriors 
into line alongside the turbanned ac- 
| robats, demure village belles, jugglers, 
- sequinned veil dancers and broad- 
. Sword jousters. Several thousand be- 
_ mused onlookers guffawed at the incon- 
. gruous juxtapositions. 
Although the precision of the 
. pageant’s choreography showed no 
| marked improvement with the repeated 
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i By Jagdish Bhatia in New Delhi 

E | ndia, with all its ancient heritage, is 
EC bei : 3 

| Wbeing galvanised by a new kind of 
|| “culture shock." Just as the curtain 

.| came down on the much-publicised 18- 
| month-long Festival of India in Ameri- 
| ca, the balloon went up on a sim- 

.| mering controversy regarding the send- 

| ing abroad of priceless and irreplace- 
| able art objects. 


` RI. d 


| . Almost as though such fears were a 
| self-fulfilling prophecy, a number of 
_ | valuable exhibits — including a third- 

.| century Mauryan life-sized sandstone 
| statue of a Yakshi which was one of the 
| stars of the American show — came 
.| back damaged. The Didarganj Yakshi 
.| has become an emotive symbol of 
. | India's ancient cultural heritage being 
| exploited in the name of a Western-style 
| exercise in “image building." When the 










| theculture crusade 


trials, somehow :he cacophony of the 
disparate musical accompaniments 
gradually resolved itself into a catchy, 
syncopated march for desert trumpets 
and tribal drums Nobody on the stage 
or in the crowd seemed bothered by the 
unfinished quality of the performance. 

Neither were the festival’s promot- 
ers in Prime Minister Rajiv Gandhi's 
inner circle. They stressed that, unlike 
the road-show festivals of 
India that have taken foreign 
capitals by storm, the New 
Delhi extravaganza was never 
meant as a one-off, high-gloss 
product. Rather it was a first 
— and necessari.y tentative — 
step in a continuing campaign 
to harness popular pride in 
India's 5,000-year-old culture 
to the increasinzly vexed goal 
of national integration. 

This means taking tradi- 
tional art forms to India's 
urban workers and poor, the 
most socially volatile and the 
most alienated from their cul- 
tural roots. “In Paris, we 
staged the Festival of India at 
Trocadero," said Mani Shan- 
kar Iyer, the prime minis- 
ter's media adviser, who has 
taken over the culture port- 


| Rajiv's vision: out of the 
‘museums, into the streets 


exhibits were sent abroad in May 1985, 
the chorus of protest was summed up by 
critic Karl Khandalawala who said it 
was "nothing short of a crime to send a 
masterpiece like the Didarganj Yakshi 
— the only on2 of its kind — outside the 
country. One small crack and she will be 
ruined forever." The warning proved 
fateful, and the statue came back with a 
tiny fissure marring its once un- 
blemished perfection. 

Public outrage was compounded by 
the official response. The damage done 
to several exhibits was first sought to be 
denied and vas finally admitted in the 
face of inccntrovertible proof. Sub- 
sequently, Minister for Human Re- 
sources Development P. V. Narasimha 
Rao said in parliament that there would 
be no change in the government's policy 
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folio in the kitchen cabinet. “Here we're 
mounting Apna Utsav in the local equi- 


-valents of the Renault factory.” 


The proletarian beneficiaries of 
these initiatives would probably rather 
have bread than circuses from a govern- 
ment as financially strapped as India’s, 
critics charge. Press accounts and New 
Delhi cocktail party chatter have lam- 
basted Apna Utsav as ill-planned and 
wasteful. Festival coordinator Rajiv 
Sethi — a designer and architect with a 
five-page curriculum vitae of exhibition 
designs to his credit — dismisses such 
criticisms as the idle carping of the high- 
heel set. The response from ordinary 
people has been enormous, he claimed. 

"So what if this tamasha draws 


-od a 





of sending art objects to future festivals 
as “the goodwill generated” far out- 
weighed possible damage to a few ar- 
tifacts. The remark caused the dam to 
burst in a torrent of criticism of the 
much-publicised “cultural policy” that 
has become a major preoccupation of 
Prime Minister Rajiv Gandhi’s govern- 
ment and which is seen by many as a 
continuation of politics by other means. 


s Festivals of India abroad have 
been interpreted as an attempt to pro- 
ject an international image of “Rajiv’s 
India” — an ancient nation which also 
is a new country poised to take flight 
to the 21st century. Within the country, 
the seven recently established zonal 
cultural centres (ZCCs), with their 
avowed intention of taking culture 
“out of museums and to the masses," 
have already acquired political under- 
tones. 

The concept of a “cultural demo- 
cracy” which would highlight the unify- 
ing mosaic of folk-ways to counter 
the growing forces of regionalism was 
mooted by the prime minister in March 
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crowds,” countered Malvika Singh, 
editor of a magazine on Indian arts and 
ethnography. “In this country you can 
attract 20 spectators just by falling off a 
bicylce. Is that a reason to spend crores 
[tens of millions] of rupees?” 


utsav has centred on the festival’s 
cost: Rs 50 million (US$3.82 million) by 
official admission, though critics place 
the actual outlay at nearly twice that 
amount. Not included are the indirect 
expenses of supplementary civil and 
police services, estimated to be as high 
as Rs 360 million. 

"Thats the cost of a mini-steel 
plant,” noted Singh. Iyer finds the 
comparison irrelevant: “This utsav has 
hardly been pre-empting steel plants. 
Rather, why not compare it to the esti- 


Mz of the press hostility to the 


Muslim Manghiar musicians from Rajasthan. 





this year in a speech made in Ferozepur 
district in Punjab. Referring to the first 
ZCC that had been set up in Patiala in 
November 1985, Gandhi said: “We 
vould like that the culture of Punjab 
flourishes and that the culture looks 
outward and towards the future . . . We 
have to remember that Punjab is 
strengthened culturally as part of 
India." 

While generally approving the con- 
cept of a cultural matrix which would 
knit together the nation's social and 
ethnic fabric, commentators have ques- 
tioned a package deal in which culture 
seems to be spelt with a capital *C" for 
the Congress. 

The man behind the culture coup is 
Mani Shankar Iyer, the prime minister's 
media Merlin, who said that the Rs 700 
million (US$53 million) ZCC project will 
help “dissolve the artificial distinctions 
created by linguistic state boundaries 
and create a larger measure of kinship." 
The idea is to replace the inbred, ivory- 
tower approach to culture with the 
robust vigour of a village fair and en- 
courage grassroots participation 
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mated Rs 1.3 billion in costs to 
‘regularise’ the trans-Yamuna," ghet- 
toes where anti-Sikh riots raged in 1984 
after the assassination of Indira Gandhi. 
One of the main festival sites was in the 
heart of what had been a riot zone. 
Widows of those killed in the riots 
have not been compensated yet, coun- 
tered Singh (herself a Sikh). *To send 
them a few days worth of folk-dancers 
— and at such expense — adds insult to 
injury." The overtones of the 1984 riots 
take on added resonance because of the 
timing of the extravaganza: the festival 
fortnight coincided with the anniversary 
of the assassination, as well as the birth- 
days of Mrs Gandhi and her father Nehru. 
In addition to qualms about the festi- 
val's cost, critics have harped on the fes- 
tival's timing and Delhi venue. “It’s al- 
most as though the whole thing was 


HSU MEI-LANG 


through folk arts and crafts. Explaining 
the rationale behind the location of the 
seven ZCCs in Patiala, Udaipur, Al- 
lahabad, Thanjavur, Nagpur, Shan- 
tiniketan and Dimapur, Iyer said that 
the centres have deliberately not been 


established in state capitals but in places | 


“rich in cultural associations . . . so that 
people do not need to displace them- 
selves from where they live and work to 
participate." 


major step in the culturing of India 
was taken in November with the 
Apna Utsav (National Cultural Festi- 
val). The extravaganza began with 
contingents of artists from each of the 
ZCCs entering through seven gates and 
converging on the torch-lit lawns of 
Delhi’s Red Fort for the spectacular 
opening ceremony. But the festival, 
celebrated in seven mukhya maidans 
(main grounds) and the streets of the 
capital, was plagued by behind-the- 
scene hitches, organisational snarl-ups 
and often lacklustre public response. 
The more prestigious functions were 


largely attended by the capital's glit- 








e 
planned as a personal pooja [religious 
rite] for the prime minister's family," 
said Singh. 

Sethi denied any such connection. 
He had favoured holding the utsav in 
spring, he said, to allow more time for 
advance groundwork. But the consen- 
sus was to push for a November festival 
to take advantage of Delhi's fleeting au- 
tumn, the temperate interlude between 
the late summer swelter and the bone- 
chilling winter. 

Many of the  utsav's logistic 
headaches attest to hasty planning. 
Haphazard site surveys planted some of 
the festival stages in bogs and others in 
dust bowls. Cost and quality control 
proved impossible to maintain in the 
rush to complete the simple mud and 
cowdung structures Sethi had designed. 
The south Delhi army camp where the 
performers were billeted ran short of 
tents and cots. Provisioning for such a 
diversity of diets overwhelmed the 
camp's kitchens, and by mid-festival 
over a thousand performers were re- 
ported to be sick with stomach trouble. 


aradoxically, the rush to open the 
festival early undercut the very pro- 
gramme the extravaganza was meant to 
romote — the zonal cultural centres 
ZCCs) that form the core of the Prime 
Minister Gandhi's cultural crusade. The 
idea is to carve the country up into seven 
broad provinces drawn on ethnological 
and ecological lines that transcend the 
linguistic and religious bonds underly- 
ing so much of India's communal strife. 
The ZCCs mean to identify the best 
local artists in each of these provinces 
and nurture their traditions. But the 
programme is still in its infancy. Only 
four of the seven zones even have direc- 


terati, who came more to be seen than 
to see the performances, while those 
whose festival it was meant to be were 
restricted to the sidelines, where pro- 
testers displayed placards asking “Kiska 
Utsav?” (whose festival?) 

Rajiv Sethi, director-general of the 
Apna Utsav, had described the festival 
as “a shaking-up exercise for the zonal 
centres which are too new.” Apart from 
the ZCCs, a lot of others seem to have 
got shaken up as well in the course of a 
cultural celebration that turned into 
something of an expensive charade. 

But if the exercise provided confir- 
mation for the critics who say that you 
can take pre-packaged culture to a peo- 
ple but you cannot make them swallow 
it, others have interpreted the experi- 
ment aS a promising trial run. As a 
spokesman pointed out, the entire cost 
of the cultural policy represents only 
0.00025% of India’s total outlay for the 
Seventh Plan. The arithmetics of the ar- 
gument suggest that — like it or not — 
the country should be prepared for 
larger and more lavish doses of culture, 
government-style. 
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- | tors (all of them female bureaucrats, as 
_ |. it happens). So instead of providing the 


_ tractive 
. pavillions at the festival sites was over- 


zonal centres a valuable chance to show- 
case their talent, as intended, the pre- 
mature national cultural festival only 
overburdened their financial and 
human resources. No sooner had the 
commitment been made to a decen- 
tralised grassroots cultural policy, cri- 
tics charge, than the government turned 
around and splurged on an ill-planned 
gala in the capital. 

This city is, after all, hardly lacking in 
street entertainment, least of all in the 
festive month of November. The utsav 
has had to vie for public attention with a 


| bumper crop of torch-lit wedding pro- 


cessions, travelling tent circuses and 
temple meals, not to mention the annual 


|. Indian International Trade Fair. 


Even the visual impact of Sethi's at- 
rainbow-patterned canvas 


whelmed by the crimsoa bunting that 
suddenly blossomed all over the city late 
in the month in anticipation of Soviet 


| leader Mikhail Gorbachov’s state visit. 


“Ironic, isn't it, that the utsav should 


. come at the same time as the legate of 


our great friends in the land of socialist 
realism," noted a Delhi-based writer. 
Intellectuals remain suspicious of the 


| official motives for the festival and the 


ZCCs. One columnist in the Sunday 
Observer somewhat extravagantly 


. likened the utsav to Hitler’s 1937 Berlin 


Olympics as a showcase for state-ap- 
proved arts. Others worry about the 
bureaucratic strings that will inevitably 


.| be attached to the sudden burst of gov- 


ernment largesse. 

The reason the ZCCs are to be 
by civil servants,  lyer 
explained, is that their function is purely 


| administrative. As to the charge that the 


Gandhi government is trying to carve 
out a monopoly for itself in the cultural 


- Sphere, he said: “We'd like nothing bet- 


ter than to see massive private-sector 


. participation in the arts. Individuals and 


companies are more than welcome to 


. contribute to the zonal centres and to 
. have a voice in their policies. 


"The one point we meant to establish 
with the Apna Utsav is that India 


- doesn't have to spell Kultur mit ein kapi- 


tal K. Traditional arts don't have to be 
confined to Rs 100-a-seat auditoria for 


| the elite. They can compete with the 


Bombay talkies for the Rs 1-a-head 
masses. And in the process the nation 
can benefit," he said. 

One of the greatest unsung triumphs 
of the Apna Utsav, according to Iyer, 
is the unprecedented absence of law- 
and-order problems at any of the festi- 
val sites during the two weeks. *Not a 


. rape, not a brawl, not even so much as a 
. reported pickpocket — and this in 


neighbourhoods where you wouldn't 
allow your sister to walk. The only ex- 
planation can be that in the presence of 
something enobling, people naturally 
behave a little more nobly." oO 











AUCTIONS 


A catch for connoisseurs 


By Vonnie Bishop in Hongkong 


TS art and irony of business was 
never more sorely illustrated than by 
the sale of shipping magnate T. Y. 
Chao’s renowned collection of antique 
porcelain and jade in Hongkong on 18 
November. 

Less than a week before Chao’s 
prized pieces went under the hammer 
the financial problems of his shipping 
empire — which had forced him to sell 
— were shored up. But he said he har- 
boured no bitterness towards the cred- 
itors and the situation which had pushed 
him to part with 40 years of collecting. 
The collection was so large that Sotheby 
Parke Bernet spread it over two auc- 
tions. The one held last month brought 
HK$77.2 million (US$9.8 million). 

The most coveted piece, a rare 14th- 
century underglaze-red Hongwu dish, 
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Chao: renowned collection. 


set a world record price for such an item 
when the 92-year-old Seijiro Matsuoka, 
a Japanese collector, paid HK$9.4 mil- 
lion. He had come for that piece in parti- 
cular and was prepared to go to any price. 
This came as no surprise to Chao who 
some weeks before the auction noted it 
would be the Japanese who would be 
most likely to force the prices up. 

Chao acknowledged that many of 
the pieces were becoming so scarce that 
values were certain to continue upward, 
especially as many pieces are already 
securely held in collections that are un- 
likely to be offered for sale. Chao’s own 
collection was in the same position, and 
the art world was by turns astounded 
and fascinated that such a fine collection 
was placed on offer. 

While it drew the most asute collec- 
tors from all over the world and de- 






VONNIE BISHOP 


lighted the connoisseurs to see such 
ems brought forth from the private 
amily vault, it also captured the fasci- 
nation of the shipowning industry, 
where some of the most hard-bitten 
looked uneasy that their industry had 
fallen on such severe times that a man 
was being forced to sell off a lifelong 
love. It was reported there was even dis- 
sension among the 50-strong band of 
creditors over whether they should en- 
courage such asset redemption. 
Largely major financial institutions, 
the creditors are jointly owed some 


` 
US$850 million by Chao’s Wah Kweong=| « 


Shipping group. His antique collection 
was valued at around US$14 million — a 
tidy sum but by no means a saviour 
alongside the total Wah Kwong debts, 
especially as only half the proceeds 
could be channelled into Wah Kwong. 
Some nine years ago approximately 
half the collection was incorporated in 
the Chao Family Trust and the money 
realised from selling those items must 
remain in the trust. On original esti- 
mates this meant at best the creditors 
could expect a capital injection of 
around US$7 million. Now with the 
items fetching sums beyond the most 
optimistic estimates it is reasonable to 
assume a total of up to US$10 million 
will find its way back to the creditors. 


H owever, Chao along with other mem- 
bers of his family, founders of the 
shipping company which for years has 
been the third largest in the territory, 
had already pledged all their personal 
assets of well over US$70 million before 
making what looked like the ultimate, 
but in money terms an unnecessary and 
puzzling, sacrifice. 

Chao sees it differently, and main- 
tains this was no time for sentiment. “I 
wanted above everything to restore 
Wah Kwong. Selling the antiques was 
more of an affirmation of my genuine 
intention to clear the companies debts." 
Similarly, he said, it would have been 
self-defeating to have withheld some 
items in the family trust because inter- 
national buyers would not have been at- 
tracted to Hongkong, and pushed the 
prices up, if they thought many of the 
most sought-after pieces were not on 
offer. 

As a result, Sothebys was able to stage 
what they descibed as by far their most 
important sale of Chinese works of art 
since the beginning of the decade. The 
strength of Chao's collection lay in the 
fine pieces of Ming and Qing porcelain 
as well as a remarkable group of large, 
ornate jade carvings. Many of the most 
valuable pieces had not been seen by the 
world for decades. 
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EXTINGUISH FIRES 
IN FIVE SECONDS 


Even before premises have been evacuated, Pyroforane automatically sets to work, 
extinguishing an outbreak of fire in the space of 5 seconds. 

Because of its instant, total flooding effect, with no risk to personnel and equipment, 
Pyroforane is particularly suitable for the protection of vital areas within buildings : 
- areas where items of high value are concentrated (computer rooms, museums, strongrooms...) 
- areas with essential functions (control rooms, telephone exchanges, tape stores, ships engine 
rooms...) 
- areas at high risk (solvent storage areas...). 
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To obtain complete information on Pyroforane 1301, send this coupon to Mr. Larsen, ATOCHEM CHINA, 810 Ocean Centre, Canton Road, 
Tsimshatsui, Kowloon (Hongkong) or Mr. Auvigne, ATOCHEM SOUTH EAST ASIA, 36 Robirson Road, 08-05, City House, Singapour 0106. 
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4. cours Michelet 
La Défense 10 - Cedex 42 


Labels 10 -Cedex 42 the instantaneous fire fighter 
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If the city never 





sleeps, when can 


the Financial Director go to bed? 


You and your company are in business to make money, 
and one thing is for certain, you don't make money without 
taking risks. 

If your business means that you trade abroad you wi | 
sooner or later come face to face with Foreign Exchanges, 
perhaps the most volatile markets of all. 

Unless you are aware and can manage the risks involved, 
that overseas investment or dream contract can, overnight, 
turn into a nightmare. 

At NatWest we're dealing around the world from 
London to Tokyo and New York, twenty four hours a day, 
in every major currency you can name. 

Nothing moves on the market without us knowing 


about it. And because we're up all hours of the day and 
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Mexico 
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Japan 28292 . Malaysia 33034 


Belgium 21208 
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Brazil 2130051 
50641 


Canada 06-22 


New Zealand NZ3961 


the rlands 


572 Federal Republic of Ce 


night we can respond instantly to a change in rates while 
you re sound asleep. 

Our Treasury Specialists, together with an Account 
Manager assigned to your business will help you develo; 
a tailor made strategy that will cut the risks down to size. 
while making the most of your opportunities. 

They, after all, can draw on experience gained from 
our network covering thirty six countries with the security 
of an asset base in excess of $100 billion. 

A talk with NatWest could not only make a big 


difference to your profits, it could, we suggest, save you a 


fortune in sleeping pills. 
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AUTOBIOGRAPHY 


The man who loved Japan 


My Life Between Japan and America by Edwin O. Reischauer. Harper and Row, 


New York. US$22.50. 


Roc Edwin O. Reischauer’s 
autobiography, I was reminded of a 
small incident that happened to a friend 
about 15 years ago. It was not much of 
an incident, but I remember being 
struck by it at the time. A young 
Chinese homosexual, who lived in the 
house of a middle-aged French res- 
taurateur, was in the habit of coming 
home late and rising late. The French- 

noyed with this that he 
woke his young friend one day by dous- 
ing him with a bucket-full of cold water. 
The Chinese was furious. The main 
reason for his rage appeared to be his 
wounded pride. “How could he have 
done such a thing?” he asked me, and 
then came the punch line, “I am 
Chinese!” He had lost face, as a 
Chinese. It is hard to imagine a French- 
man reacting in this way. He might be 
outraged, but not because he is French. 

Something a little like this can play a 
part in international relations, espe- 
cially in East-West relations. Face is a 
fragile thing in East Asia, and cultural 
sensitivities are easily affronted. It is in- 
teresting to see how often the Japanese, 
for example, plead understanding for 
their side in an international row on cul- 
tural grounds. Tariff barriers cannot 
come down just yet because of tradi- 
tional social harmony, or the long his- 
tory of isolation, or delicate domestic 
obligations or what not; but never be- 
cause it would force local businesses 
into unwelcome competition with for- 
eigners. What is even more interesting 
is how many foreign “experts” come to 
the fore on these occasions to argue the 
Japanese case. 

I have never seen a Japanese expert 
on America explaining Washington’s 
point of view to his countrymen on the 
grounds of special American sen- 
sitivities. (Hence, the genuine astonish- 
ment of many Japanese when Americans 
yelp in pain when they are hit in a soft 
spot, as when Prime Minister Yasuhiro 
Nakasone made his remarks about 
Blacks and Hispanics dragging Ameri- 
can educational standards down.) 

The great cultural tariff barrier in 
Japan can be as high on the Left of the 
political spectrum as on the Right. 
Rightists are concerned with such mat- 
ters as the Japanese spirit, the emperor 
and traditional ethics; Leftists are 
mostly concerned with peace; or rather, 
Japan's unique claim to the guardian- 
ship of peace. One so-called revisionist 
scholar of the Left, an associate profes- 
sor of philosophy called Hasegawa 


AF EASTERN ECONOMIC REVIEW e 11 DECEMBER. 1986 


atl A e^ C mc e EN 


Michiko, wrote two years ago that Japan 
unleashed its 15-year war in Asia be- 
cause the Japanese “began to subscribe 
to the characteristically Western world 
view of dividing nations into friends and 
foes . . . and of behaving antagonisti- 
cally towards enemies.” After the war, 
however, “the Japanese determined 
never again to take up residence in the 
violent Western-style international 
community.” | 

The Korean and Vietnam wars may 
have made Japan rich, but they were 
also an affront to Japan's uniquely 
peaceful nature. The position of the 
Left can be summed up best by quoting 
from Introduction to Peace Education, a 





booklet published by the Hiroshima 
Peace Education Research Center: 
“Japan suffered incalculable human, 
spiritual and material damage from the 
war. We repented our aggression. We 
are a new people who will never take 


part in or start another war... In our 
constitution it is clearly expressed that 
we negate war and seek eternal peace . . . 
However, after the war, Japan, under 
the US Occupation forces, was dragged 
into the so-called Cold War and forced 
to rearm against the Soviet Union." The 
Japan-US Security Treaty, the booklet 
goes on to explain, is "absolutely con- 
trary to the spirit of the constitution." 
The Japan-US Security Treaty was 
extended in 1960, when prime minister 
Kishi Nobusuke, a former minister in 
Gen. Tojo’s wartime cabinet, pushed it 
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through the Diet. The riots that fol- - | 
lowed cost President Dwight D. Eisen- | 
hower his trip to Japan and Kishi his | 
job. It was under these, or, more pre- - | 
cisely, because of these circumstances | 
that Reischauer was appointed by presi- | 
dent Kennedy as US ambassador to | 
Tokyo. Reischauer, born inJapananda | 
noted Harvard scholar in East Asian af- | 
FY 
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fairs, was an expert in Japanese cultural | 
sensitivities and his brief was to, in the. | 
parlance of the time, “restore the bro- 
ken dialogue.” i 
Was he the right man for the job? | 
The Japanese, as Reischauer himself | 
points out over and over again in his - | 
book, certainly thought so. And many 
Americans thought so too. Reischauer 
quotes, in a typical passage, “a certain 4 
Ambassador Flake, who . . . told t 
upon leaving that never in his 35 years in | 
the Foreign Service had he seen the | 
morale and spirit of an embassy rise so 
sharply as ours did after we came." 
Even the Japanese emperor was pleased | 
to see the great conciliator: | 
“At court functions, the Em- | | 
peror could not conceal his | 
boredom as he gravely mur- - P 
mured to each person in turn, - 
' Yo koso' [You are wel- | 
come]. However, on more | 
than one occasion early i in our S: 
stay, he suddenly broke his | 
usual solemn round when he. | Z 
looked up and saw that he | 
was shaking my hand and, | 
bursting into a broad smile, | | 
would say with enthusiasm, | 
‘Honto ni yokoso' [You real- - | 
ly are welcome]." | 


a 


" 


mbassador Reischanetl | 
it seems clear, came, | 
saw and conquered. The | : 
only ones who never much | 
took to him were the Ja- 
panese leftists who rightly | 
saw the so-called “Reis- | 
chauer Line" (basically the | 
strengthening of Japan as the — | 
capitalist Asian ally against Chinese and - Ts 
Soviet communism) as inimical to their | 
pan-Asian socialist aspirations. These | 
aspirations petered out in time. E 
Today the voice of the Left is hardly " 
audible. Many reasons have been given | 
for this. Few have much to do with Reis- | 
chauer's ambassadorial efforts. US and | 
consequently Japanese recognition of | 
China took much wind out of the pan- | 
Asian cause. And the sharp rise in living | 
standards which began with the econo- | 
mic boom of the 1960s was part of ade- | 
liberate political strategy to nM : 
political activism. The so-called “in- | 
come-doubling plan" was hatched m | 
Kishi was still prime minister, but im- 
plemented under his successor. | 
So the basis for the Japanese *econo- - 
mic miracle" was laid during Reis- | | 
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| officials who know a soft Western 





chauer's tenure which ended in 1966. 
The miracle seemed to suit the political 
goal of making Japan a strong, depend- 
able US ally. Which is why Japan was 
treated as a special case, like a gifted 


‘child who needs special consideration. 


It led to a comfortable arrangement 
whereby Washington more or less took 
care of Japanese defence and foreign 
policy, while the Japanese got on with 
getting rich. In effect Japan could build 
a partly state-subsidised and managed 
export economy, retaining domestic 
tariff barriers to an extent unthinkable 
in Western Europe or the US, and still 
be treated like any other free-trading 
country. Japan's rather cushy economic 
deal and its lack of a foreign policy 
beyond wishing, like any good mer- 
chant, to remain friends with everyone 
irritated Americans and Europeans at 
times, but this is where Reischauer 
could be counted upon to explain Ja- 
panese cultural sensitivities to the un- 
thinking and unfeeling barbarians. 
Besides speaking Japanese, Reis- 
chauer was a youthful representa- 
tive of Kennedy's Camelot, and 
was married to a Japanese. Al- 
most as soon as he set foot in the 
Tokyo embassy, Reischauer and 
his wife, Haru, became Japanese 
media superstars. The ambas- 
sador saw his job “as being essen- 
tially educational, as it had been 
at Harvard." This meant explain- 
ing America to the Japanese, but 
perhaps more importantly for a 
Japanese scholar, explaining 
Japan to Americans. Reischauer 
was known for his impatience with 
American newsmen who did not 
show an adequate understanding 
of things Japanese. The great Ja- 
panese public which adores be- 
nign, silver-haired pedagogues, 
loved Reischauer. And Japanese 


spot when they see one, loved him 
too. 


peer standing Japanese feel- 

ings is held to be virtually synonym- 
ous in Japan with seeing things from 
Tokyo’s point of view. Understanding 


. implies agreement. Mixing politics and 


culture, thus, almost invariably works 


towards Japan's advantage. In the 1960s 


|| Japan's advantage was held to be the 


US' advantage, too. And in that sense 


. Reischauer did a good job. In the 1980s 
- things are rather different. And it would 
- have been fascinating to know what the 
| old conciliator thinks now of the unheal- 
_ thy trade imbalance between the US 


and Japan, and to what extent this can 
be traced back to policies laid down in 
the days of his own Tokyo Camelot. 


Alas, not a word. 


Instead, endless space is devoted to 
more prestigious (a favourite Reis- 
chauer word) matters: awards, distin- 
guished guests, speeches received rap- 
turously and prestigious positions on 
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Reischauer in Vietnam: hampering pan-Asian cause. 





prestigious panels of prestigious organi- 
sations. When Reischauer vents his 
spleen about not receiving a Purple Heart 
— "which I felt I richly deserved for my 
close brush with death in the service of 
my country" — after being stabbed in 
the thigh by a Jepanese loony, one is not 
quite sure whetaer he is being facetious, 
or whether he means to be taken seri- 
ously. One suspects the latter. 

If the book 5 low on political or his- 
torical insights. it does convey much 
about Reischeuer’s character. This 
being perhaps the primary aim of au- 
tobiographical writing, the ambas- 
sador's character and how it was formed 
deserves some attention. The first sen- 
tence of chapter one already reveals a 
great deal: “Im my youth, American 
children born in Japan, especially those 
of missionary parentage, were called 
BIJ’s. We were very proud of the dis- 
tinction and fel: superior to our less for- 
tunate comrades. We tended to know a 
great deal more about living in Japan 
than they did and to speak better Japan- 


E 


ese." The menc:ality of the BIJ appears 
to have stuck fcr life. As did the mission- 
ary zeal to teach mankind the morally 
correct positiom, as it were. Reischauer 
takes the trouble to inform his readers 
that unlike other foreigners, “the funda- 
mental attitude . . . in my own home, 
however, was one of deep respect for 
the Japanese . . ." Four paragraphs later 
he repeats tha: *I was free from racial 
prejudice," and that this meant that “I 
was a generation or two ahead of my 
time." 

It is splendid and reassuring to know 
that the ambassador was not a racist, 
but there is something faintly annoying 
about the way he has to ram the point 
home. It also betrays the peculiar defen- 
siveness of a man who is emotionally 
committed to "wo countries, which do 
not always like each other very much. 
Reischauer is constantly ready to de- 





fend Japan against would-be attackers. 
This may not be quite the right frame of 
mind for a man with the brief to repre- 
sent American interests in a tough and 
competitive world. 


Price is also a little too proud 
of his own righteousness. Like a 
considerable number of liberal-minded 
people at the time, he thought in the late 
1930s that Western empires had had 
their day. In 1939 he wrote a proposal to 
the State Department, which argued 
that "all the peoples and nations of the 
Pacific area are by nature equal as na- 
tions, peoples and individuals" and that 
"all discrimination based upon differ- 
ences of race" should be ended. These 
were noble sentiments, with which one 
can have no quarrel. But to say that “I 
was light-years ahead of most other peo- 
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ple” is perhaps an oversta(@ resem -aas 


The point, however, is not so much 
that Reischauer is a boaster. Modesty 
may be a virtue, but it is a virtue lacked 
by many great men. There is a more im- 
portant flaw in the BIJ’s charac- 
ter. Itis a flaw shared by many lib- 
erals, especially liberals born to 
missionary parents. Reischauer is 
so intent on proving his moral 
righteousness that he risks losing 
touch with reality. How else can 
one explain Reischauer's insis- 
tence that the US and Japan 
shared an “equal partnership" 
when this was so patently besides 
the truth. An equal partnership, 
when the US ambassador to 
Tokyo *ranked somewhere be- 
tween the imperial family and the 
cabinet"? 

The equal partnership is of 
course a fine ideal based upon 
another ideal, presented by Reis- 
chauer as if it were reality. This is 
that “the two nations shared com- 
mon basic ideals of democracy, 
human rights, and egalitarianism, 
and yearned alike for a peaceful 
world order made up of truly inde- 
pendent nations bound together by 
as free and open world trade as possible." 
Well, we all want peace. And Japan cer- 
tainly benefits from free and open trade in 
other countries. But the same common 
ideals of democracy and human rights? 

Not that allies necessarily need to 
share the same ideals, as long as they 
share the same interests. It is certainly 
in the interests of both Tokyo and 
Washington that conflict between the 
two countries is avoided. But one won- 
ders whether that cause is best served by 
painting a rosier picture than one ought, 
and by tolerating political gambits in the 
guise of cultural proclivities. H. L. 
Mencken once wrote to Upton Sinclair: 
“I am against you and against the liber- 
als because I believe you chase but- 
terflies, but Iam even more against your 
enemies." Reading his book, I felt this 
could apply just as well to Reischauer. 

— lan Buruma 
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BCC now opensa 


subsidiary 1 in Australia 


BCC * pleased to announce the opening of a Merchant Bank, 
BCC Australia Limited, in Sydney, a wholly owned subsidiary of 
Bank of Credit & Commerce International Group. 


The bank is authorised to handle all types of international 
banking transactions and will serve as a vital link in the BCC's 
global network of 72 countries fully backed by Capital Fund of 
US$1,510 million and Assets of US$16,500 million. 


a 
The commitment more than ever before remains on service - 


better service in Sydney, in Australia, around the world. 








BCC AUSTRALIA LIMITED 


Merchant Banking Subsidiary of 
BANK OF CREDIT AND COMMERCE INTERNATIONAL GROUP 


BCC HOUSE , 263 GEORGE STREET, SYDNEY 2000, AUSTRALIA TELEX: AA 74981 BCC SYD 


BCC Group offices in: Argentina, Australia, Bahamas, Bahrain, Bangladesh, Barbados, Botswana, Brazil, 
Cameroon, Canada, China, Colombia, Cyprus, Djibouti, Egypt, France, Gabon, Germany (West), Ghana, 
Gibraltar, Grand Cayman, Hong Kong, India, Indonesia, Isle of Man, Italy, Ivory Coast, Jamaica, Japan, 
Jordan, Kenya, Korea (South), Lebanon, Liberia, Luxembourg, Macau, Malaysia, Maldives, Mauritius, 
Monaco, Morocco, Netherlands, Netherlands Antilles, Niger, Nigeria, Oman, Pakistan, Panama, Paraguay, 
Philippines, Portugal, Senegal, Seychelles, Sierra Leone, Spain, Sri Lanka, Sudan, Swaziland, Switzerland, 
Thailand, Togo, Trinidad and Tobago, Turkey, United Arab Emirates, United Kingdom, Uruguay, USA, 
Venezuela, Yemen (North), Zambia, Zimbabwe. 
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Malaysia puts its major development project on hold 





By Nick Seaward in Kuala Lumpur 


Mingi has put its M$1.4 billion 
(US$538 million) peninsular gas 
pipeline, currently its largest develop- 
ment project, on hold for up to two 
years. Confirming recent press reports 
that the project has been pigeonholed, 
the chairman of the state-owned oil 
company Petronas, Raja Tan Sri Mohar 
Raja Badiozaman, told the REVIEW 
that despite the recent award of a design 
contract to a Canadian-led consortium, 


| it was uneconomic to proceed with con- 


struction with oil prices at their current 
low level. 

Mohar’s confirmation of the post- 
ponement should bring to an end the 
considerable confusion in Malaysia 
about the status of the project. For the 
past two weeks it has been reported to 


_ be off and on again with the regularity of 


a traffic light. Seemingly contradictory 
statements from government sources 
suggested at various stages that the pro- 
ject was either cancelled or postponed. 
Then on 2 December came an an- 
nouncement that Petronas Gas had 
awarded a project management consul- 


tancy and an operations and mainte- 


nance contract to Novacorp Malaysia 
and Sepakat Setia Perunding. 

This latest decision is probably as be- 
wildering to Canada’s Novacorp Inter- 
national as the other seven international 
consortiums that were bidding for the 
contract. Novacorp’s local joint venture 
had sent out invitations last month for a 
ceremony that was to have marked the 
signing of a multi-million management 
and design contract for the pipeline — 
only to have to withdraw them at the last 
minute. Mohar — who is also economic 
adviser to Prime Minister Datuk Seri 
Mahathir Mohamad — explained to the 
REVIEW that Petronas had never 
changed its mind about appointing 
Novacorp to design the pipeline but it 
had been obliged to get government ap- 


. proval for the contract first. 


No value has been placed on the con- 


_ tract awarded to Novacorp but industry 


sources estimate that it is worth at least 


. M$70 million. Novacorp was bidding 


against a mixture of domestic and 
foreign-led consortiums — including 


the government-owned Malaysia Min- 


ing Corp. — but its closest rival was 


| thought to have been Ranhill-Fluor, a 
. consortium headed by local consultants 


Ranhill Bersekutu and the US giant, 
Fluor Corp. Although Fluor has had ex- 
tensive experience in pipeline design 


| and management, probably what tipped 


the balance in Novacorp's favour was 


Nothing in the pipeline 


that it had dore the detailed engineer- 
ing work on the 45-km pipeline in 
Trengganu as part of stage one of 
the peninsular gas utilisation pro- 
ject. 

Although design work will presuma- 
bly now proceed as scheduled, construc- 
tion will not begin for 18-24 months. 
Petronas estimates that it will take a 
further three tc four years for the line to 
come on stream once work has start- 
ed, indicating that an ambitious 
plan to convert the country’s major 
power stations from oil to gas can- 
not be completed within the life of 
the Fifth Malaysia Plan (FMP — 1986- 


Petronas: political zamifications for Singapore. 


90), as envisaged earlier this year. 

The pipeline is the crux of the second 
phase of the peninsular gas utilisation 
scheme, the fist phase of which came 
on stream in 1985 with three projects in 
Trengganu. It s needed to bring Malay- 
sia’s enormous reserves of natural gas 
some 750 km from the relatively un- 
populated east coast of the peninsula 
down to Singapore in the south and 
across to the heavily populated western 
coastal strip, supplying power stations 
along the way. 

Malaysia's gas reserves are conserva- 
tively estimated at 1,400 billion m3. 
Under the FMP, it was planned that gas 
would increase its share of electricity 
generation from 9.3% in 1985 to 50.6% 
by 1990 through the conversion of exist- 
ing oil-fired power stations at Pasir 
Gudang in Johor, Port Klang and Con- 





naught Bridge in Selangor, near Kuala 
Lumpur, and Port Dickson in neigh- 
bouring Negri Sembilan. Without the 
pipeline, that will not now be possible. 
The postponement has not only 
caused a serious upset in the long-term 
plans of the country's power generation 
industry but it has political ramifications 
as well. Malaysia and Singapore had 
been close to agreement on a long-term 


contract for the supply OT meme 


pipeline. At a press conference in Kuala 
Lumpur on 23 August, Singapore Prime 
Minister Lee Kuan Yew linked the suc- 
cess of negotiations on the gas with that 
of others taking place concurrently on 


the joint development of the Johor 
River and the supply of additional water 
to Singapore under existing agree- 
ments. 


N ews of the postponement came just 
as calls were being heard in Johor for 
the termination of the Singapore water 
agreements and abrogation of the gas 
deal in retaliation for the controversial 
visit of Israeli President Chaim Herzog 
to the republic (REVIEW, 27 Nov.). 
Mohar stressed, however, that the deci- 
sion to delay the construction was taken 
for purely economic reasons rather than 
as a politically motivated sanction 
against Singapore. 

Nevertheless, Singapore has played 
a crucial part in the decision to delay the 
project. The refusal of the republic's 
power-generation industry to pay more 
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for the gas than for the alternative of 
fuel oil from its own refineries has 
forced Petronas to take a hard look at 
the figures again. With the precipitous 
drop in crude prices, the going rate for 
fuel oil is around US$1.85 a million btus 
(mbtu), compared to a price of around 
US$2 a mbtu at which Exxon sells gas to 
Petronas for the new gas-fired power 
station at Paka, in Trengganu. 

Petronas needs well in excess of 
US$3 a mbtu to make the pipeline pay 
for itself — and a sufficient base load. 
Under existing plans, Singapore is to be 
the largest single consumer of the gas, 
taking 150 million standard cubic 
feet a day and it has also stated its 
willingness to provide finance for the 
project. However, Lee made it clear in 
his press conference that Singapore was 
not prepared to pay a premium over fuel 

in return for long-term 
continuity of supply. 

In negotiations, Malaysia has been 
arguing that the gas should carry a pre- 
mium as it is easier to use, more efficient 
and has a guaranteed supply for several 
decades. It has also pointed out that in 
some deals elsewhere in the world, gas 
has commanded a premium as high as 
40% over the price of fuel oil. 

Interestingly, Kasitah Gadam, 
minister in the Prime Minister’s Depart- 
ment, has revealed that negotiations be- 
tween Malaysia and Singapore to deter- 
mine the amount of finance that might 
be available from Singapore for the pro- 
ject have been taking place at Finance 
Ministry level. This would seem to indi- 
cate that the Singapore Government it- 
self — or at least one of its statutory 
boards — is planning to take a stake in 
the pipeline as Petronas is known to be 
relying on private sources for its loans 
for the project. 

Mohar told the REVIEW that he is 
seeking government guarantees for the 
project but that “the government is in 
no mood to guarantee the debt.” 
Nevertheless, Petronas has been confi- 
dent all along of raising sufficient fi- 
nance to get the pipeline built and it 
should be able to negotiate pretty fine 
terms on its finance. Foreign bankers in 
Kuala Lumpur have told the REVIEW 
that they consider the pipeline to be a 
far more bankable project than the M$4 
billion privatised north-south highway 
— contracts for which were due to have 
been announced more than a month 
ago. 

In addition to the projected M$1.4 
billion cost of laying the pipeline itself, 
Petronas estimates that it could take a 
further M$3-5 billion to develop the 
offshore field to bring sufficient quan- 
tities of gas ashore. At an oil price of 
US$28 a barrel, it had been estimated 
that returns from the pipeline would 
have been of the order of M$1 billion a 
year from exports of gas to Singapore 
and perhaps M$1.5 billion in savings on 
fuel oil consumed annually by the coun- 
try's own power stations. 
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Fuel to the fire 
Singapore mulls coal and Indonesian gas in its energy mix 


By A Correspondent 


Singapore and Indonesia are expect- | crease in electricity requirements into | 
ed to step up discussions over the | the next decade. Pulau Seraya's first 
supply of xs natural gas from In- | stage of three 250 mW generators, to be 
donesia’s offshore fields in the South | oil fired at least initially, is near commis- | 
China Sea to fire at least part of the | sioning. But plans for the second and | 
2,250 mW Pulau Seraya power station | third phases could easily be altered to | 
now under construction in Singapore. suit a new energy policy, including one |. 

Although no publicity has been | involving a coal-fired station built at - 
given to the piped gas project so far, | another location. 

Singapore's Public Utilities Board Switching from oil to gas is only 
(PUB) and Pertamina, Indonesia’s na- | economical if Singapore is able to - 
tional oil and gas company, have been | negotiate prices for natural gas with Ma- 
involved in talks covering technical as- | laysia and Indonesia equal to or cheaper — 
pects of piping gas to Pulau Seraya for | than fuel oil costs, in a parity-pricing | | 
more than 12 months. Malaysia's post- | arrangement based on the energy con- — 
ponement of the construction of a gas | tent of the fuels. Although such an | — 
pipe to supply the existing majorsource | agreement, swggested to run for 20 
of power in Singapore, the 1,650 mW | years in Singapore's case, offers a secu- 
Senoko station — oil fired at the present | rity of supply, the buyer loses the option 
— gives further impetus to the talks with | of switching to a less costly fuel should |. 
oil prices return to their former peak | 
levels. 

Although PUB already has ap- 
proved construction of phase two of | 
Pulau Seraya power station in principle, | 
a slowing in the growth rate of Singa- |. 
pore's peak electricity demand since | 
mid-1985 when demand hit 1,662 mW 
has given the board an unexpected | 
breathing space to- reconsider its fuel | 
options for future power-generation ex- | 

ansion. m 

Earlier this year PUB appointed 
Block and Veatch of the US as consul- | 
tants for a study looking into the | 
types of coal available on the market, | 
with the intention of allowing a move © 
into the design stage quickly should the — 
government favour a coal-fired station. - 

According to a source, should PUB 
decide to use coal to increase its 
generating capacity, then the 3x250 mW 
fr | phase two of Pulau Seraya will not be 
mm 447"*| built. Instead, a coal-fired power station 


EE 


PUB: reconsidering fuel strategy. 





of 1,500-2,000 mW would be built in two 
stages on an as-yet unspecified island off 
Jakarta. It will also add greater urgency | Singapore. 
to studies under way into the possibility However, coal hasits disadvantages. | 
of turning to coal for Singapore's next | Ash disposal and coal-storage problems | 
power station. would have to be solved before a coal- |. 


The talks with Indonesia come at a | firedstation could be built in Singapore, 
time when PUB’s entire fuel strategy for | which cherishes its clean, garden-city 
electric-power generation is under re- | environment. A 
consideration. Switching Senoko to gas One attraction of the Indonesian gas | 
firing involves 60% of Singapore's in- | option is that it could be used to supply | 
stalled generating capacity of 2,690 mW, | markets in Singapore apart from the | 
almost all of which is provided by oil- | Pulau Seraya station, such as the pet- - 
fired stations. If plans to use gas at | rochemicals industry, which Malaysia is | 
Senoko and Pulau Seraya are adopted, | not willing to supply and for which coal | 
gas will drive nearly 70% of Singapore's | could not be used. i 
electricity generation capacity in the Another possibility is converting - 
early 1990s. PUB's existing towngas network to na- — 

PUB officials have begun to examine | tural gas. With the possibility of receiv- — 
whether adopting a three-fuels policy by | ing Indonesian gas increasing, PUB will — 
adding coal to oil and gas would be more | probably commission an independent | 
sensible than further expanding gas- | study examining the present towngas | 
fired capacity to meet the anticipated in- | system and ways of increasing consumer | 












| gas consumption into the 1990s. 

| Indonesia has already conducted 

| studies on piping a small portion of its 

| immense South China Sea gas reserves 

| — estimated at 35-40 trillion ft3 (tcf) — 

| to Sumatra be used as an oil-saving fuel 

E for steam generators. The plans could 

| be expanded to facilitate lucrative gas 

| sales to Singapore. One of the major 

| problems, however, is financing the 

| project which could ultimately run to 
| US 6 billion. 

F . Sales to Singapore would hinge on 
j $ the development of the gas for use in 
Eu steam generators at the Cal- 
»: 








| tex-run Duri oil field in Riau Province, 
| Sumatra. If oil prices stay above US$15 
| a barrel, it is felt worth the investment 
| to replace the 40,000 barrels per day 
| used to power the generators with gas. 
| releasing the oil for export. If developed 
_ tosupply the Duri field, the gas pipeline 
| would run 800 km from the small Block 
| B gas field operated by Gonoco, cross- 
| ing Batam Island just off Singapore, to 
| Sumatra. 


Al 
E 





iB ecause the Conoco field is already 
| KJ producing oil, getting production of 
| the gas on line would be relatively sim- 
| ple, compared to starting from a com- 
| gone undeveloped field. If work were 
| to begin on a pipeline now, the field 
| could conceivably deliver 
| Sumatra in 1991. 
| The small size of the Concoco field, 
| 1.2 tcf, means it would only be able to 
| meet the needs of Duri in the long term. 
| But the undeveloped Natuna gas field 
| discovered by Esso well to the east of 
| Block B, could make long-term exports 
| to Singapore possible from a pipeline 
| spuroff of Batam. Pertamina would like 
| to begin supplying gas to Singapore at 
| the outset from a Block B field pipeline 
| .to tap the Singapore market before de- 
| veloping the second stage. To fulfil a 20- 
| year sales contract, Block B production 
| would be followed two to three years 
| later by gas from Natuna. 
| | The key is getting financing, difficult 
| when Jakarta is already burdened with 
| more than US$30 billion in overseas 
| borrowings. The phase-one construc- 
| tion of the Conoco field pipeline is esti- 
| mated by Pertamina to cost US$600-700 
| million. Esso's Natuna gas reserves have 
| not been developed at all, and the invest- 
d. ment in that field would be tremendous. 
| A World Bank-financed energy study 
| completed by Beicip of France in 1985 
{| costed the total project at US$5.9 billion. 
| . IfJakarta were to go ahead, industry 
| seurces say the pipeline construction 
| would be either 100% loan-financed or 
| 80% loan and 20% foreign equity, all 
| without recourse to Indonesian Gov- 
| ernment funds. Potential investors in- 
| clude oil and pipeline companies. But 
| with a need still for detailed studies and 
is engineering design to be done, field pre- 
| paration work would have to begin next 
| year to get the Esso field on line in 
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Picking up the pieces 


Lenders group together for damage control 


By Nigel Holloway in Singapore 


T sudden closure of the National 
Bank of Brunei (NBB), which was 
controlled by tne family of Singapore- 
based businessman Khoo Teck Puat, 
has disturbed the region’s financial in- 
stitutions, which could lose more than 
$$400 million (US$182.5 million) as a 
result. Banks in Singapore with out- 
standing loans to NBB have formed a 
six-man steerimg committee to assess 
the financial damage, and are expected 
to send a representative to Brunei to see 
what the Finance Ministry is doing to re- 
cover money borrowed by NBB. 
Foreign bankers have so far received 
short shrift from the Brunei authorities. 
When the government seized control of 
NBB on 19 November, the Finance Min- 
istry said it would guarantee only the de- 
posits of Brunei citizens and residents. 


Repayment of interbank loans and the pe 
transfer of other deposits would depend | 


on recouping suspect loans, it said. The 


results of a five-month investigation | - 


showed that more than B$1.3 billion 
(US$605.8 mil ion) was lent to *Khoo- 
related comparies" without documenta- 
tion or security, the ministry added. 

On 1 December, all local deposit ac- 
counts were transferred to the nine 
Brunei branches of the Hongkong and 
Shanghai Banking Corp. — 31,000 ac- 
counts worth a mere B$150 million. 
Foreigners' deposits (presumably other 
than Khoo-related ones) in NBB are 
thought to be negligible, which suggests 
the bank's loans-to-deposits ratio was a 
perilous nine -o one or even higher. 
Banking sources say that the Brunei In- 
vestment Agency, which manages the 
sultanate’s multi-billion dollar overseas 
investments, had kept several hundred 
million dollars on deposit in NBB, but 
these were withdrawn in July. 

The emergency order empowering 
the Finance Ministry to take over NBB 
has effectively blocked bank creditors 
taking legal action to recover their 
loans. The managing director of the 
Monetary Arthority of Singapore 
(MAS), J. Y. M. Pillay, who is keeping a 
close eye on developments in the sulta- 
nate, travelled with three officials to 
Brunei on 29 November to talk to the Fi- 
nance Ministry A member of the party 
told The Suncay Times of Singapore 
that, though to:al loans extended by the 
banks in Singapore to NBB and Khoo's 
companies exceeded the S$400 million 
lent to Pan-Electric Industries (which 
went bust in November last year), their 
exposure to the bank itself was less. 

- Brunei has no interbank market to 
speak of, so most of NBB's borrowings 
have been mace in Singapore's money 
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market and elsewhere overseas. Since 
financial institutions in the city-state 
cannot lend abroad without permission 
amounts of more than S$5 million, the 
money will have been raised in other 
currencies and then swapped, if need 
be, into Brunei dollars. The MAS offi- 
cial in Bandar Seri Begawan said the 
Singapore-dollar content of NBB’s bor- 
rowings was “negligible” and added, 
“The banks are not worried about their 
loans to Mr Khoo as they are fairly well | * 
secured and the Brunei ba=quewertte | am 
not hopeless.” 

The Brunei Finance Ministry is re- 
ported to have said that NBB will not re- 
open, so the chances of bankers recov- 


Pillay: a close watch. — n 


ering their money must depend on 
Khoo Teck Puat's willingness and abi- - 
lity to repay his loans to NBB which is | : 
now under direct government control. 
Five NBB officials and auditors — in- 
cluding Khoo's eldest son and NBB 
chairman, Khoo Ban Hock — have 
been arrested and charged with conspir- 
ing to defraud the bank and false ac- 
counting. The hearing was postponed 
until 6 December after the defence 
counsel, Sarjeet Singh, asked to make 
"certain representations" to the attor- 
ney-general. ( 


essen rumours in both Brunei and 
Singapore say that Khoo Teck Puat 
is expected to put together a financial 
package by 6 December in an effort to 
pay back some or all of the money owed 
to NBB and thereby try to reduce the 
charges against his son and associates. 
One businessman in Singapore says the 
arrangements have already been 








T A ina range oft companies, 
uding British & Commonwealth 
ipping and Standard Chartered Bank 
as well as his interests in property and 
hotels — or use them as collateral to 
raise the money. Stockbrokers in Singa- 
pore and London are said to have ap- 
proached him since his son's arrest to 
acquire his stakes on behalf of clients. 











In relation to Khoo's recent stock- - 


market forays, the B$1.3 billion al- 
legedly lent to his companies is not such 
a large sum. His purchase of a 22.2% 
stake in Exco cost him £116.5 million 
(US$167.1 million) and his 6.28% hold- 
ing in Stanchart set him back about £75 
million..Although Khoo has been an ac- 
tive investor since the 1950s, the pace of 
transactions has accelerated in the past 
ears In 981, Khoo paid a report- 
: 0 million for the Southern 
Pacific Hotel Group, owner of Austra- 
. lia’s largest hotel chain. 
. . dm March 1985, he lost a takeover 
'attle for control of Wheelock Marden 
|. of Hongkong. but sold his 2596 stake for 
a profit of HK$110 million (US$14.1 
million). In September 1986, Khoo em- 
barked on a US$350 million venture 
with the Chinese Government to build a 
| chain of economy hotels in China. One 
. foreign banker in Singapore suggested 
10% of the money used for Khoo's 
i stments of the past few years was 
derived from NBB borrowings with the 
remainder lent against securities by 
other banks. 
. On 23 November, Khoo implied in a 










: — j| Statement released in Singapore that the 
ET events in Brunei were.a “misunderstand- 
.] ing" that he was.confident of resolving. 


| His subsequent actions have belied that 
.| hope. Five. days later, he: resigned as a 
K: director of Stan hart. - 

B Iso resigned his position as non- 
hairman of First City Hold- 





ings, a Singapore investment firm set up ` 


"in May 1986, and sold his 50% share to 
p  thedirectors for S$5 million. Khoo's al- 





firm, Tan Seng Kock, also handed in his 
resignation separately. Tan is wanted by 
the Brunei authorities and is still at 
large. He was the former general man- 
ager of NBB and was given 24 hours to 
leave the sultanate for undisclosed 
reasons in 1984. Some observers say 
NBB's troubles with the Sultan stem- 
med from that time, though Tan sub- 
sequently became the bank's overseas 
representative in Singapore. 

It was learned that Prince Sufri Bol- 
kiah, a brother of the Brunei Sultan, 
stepped down as president of NBB on 
23 September of this year and was re- 
placed by Mohamad Daud, a member 
of the Brunei privy council. If Khoo 
Teck Puat was not aware before of the 
Royal family’s unhappiness with the 
bank, Prince Sufri’s departure should 


nessman's attention. 


ernate non-executive director in the - 


have brought the disquiet to the u^ 


‘© The Australian factor 


Khoo keeps his assets intact for now 





By Hamish McDonald in Sydney 


hould he need to raise cash to settle 
the crisis in Brunei, Khoo Teck Puat 


` has a prime asset in his major Australian 


: LIII ` oe om: 
e AC ar d MM " » 
vmi 
a uel 
oe LÀ » E 


















e V DECEMBERE = 000 


. (and 


investment, the Southern Pacific Hotel 
Corp. However, Khoo's sale of a.5.7% 
holding in the smallish Advance. Bank 
on 26 November for A$9.9 million 
(US$6.4 million) did not presage a sell- 
off of Australian investments, accord- 
ing to Southern Pacific finance director 
‘Khoo’s son-in-law) Neil Car- 
michael. 

Khoo had been waiting for a favour- 
able share price movement since decid- 
ing to sell about two months ago, and 
the sale was thus “completely unre- 
lated" to the Brunei affair. “I do not 
think he has got any plan to dump hotels 
or other assets on to the market," Car- 
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Stanchart market ‘conjecture. 
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michael said. “Nor do I think the busi- 
ness in Brunei should have any impact 
on his investments in Australia.” 

: With his purchase of Southern 
Pacific in 1981 from Saudi Arabian ty- 
coon Adnan Kashoggi for A$105 mil- 
lion, Khoo gained the biggest hotel 
chain in the southwest Pacific and a 
well-timed entry into the Australasian 
tourism industry. 

Under Khoo, Southern Pacific has 
moved upmarket from 
budget-price approach and sold off its 
more marginal hotels, while spending 
an estimated A$80 million on upgrad- 
ings and new construction. The com- 








pany has also sought management con- 
tracts for newly developed hotels, in- 


cluding the A$35 million Gold Coast In- 
ternational now being completed for the 
Japanese tourism group Daikyo Kanko. 

The company has equity in 26 hotels 
of the Travelodge and Park Royal 





its earlier 
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chains in Australia, eight hotels in New | market. 


| Review Weekly. 




























































Zealand, two in Papua New Gu 
two in Fiji and one in Tahiti. — — 
Although closely cooperatin 
the Goodwood Park group of 
hotels in Singapore, Southern Pacif 
owned separately by Khoo's 
trust. As a non-listed public comp 
has published no results since the 
over but according to a recen 
made an operating profit before dey 
ciation and interest charges. bn AS 
million in 1985. With forei | 
rivals growing by nearly 20 yo. : » 
average room rates predicted to 
steeply in Australia, a predicted . 
million profit in 1987 does not 
exaggerated. Gross assets when cu 
projects are completed were estin 
at about A$550 million. . = 
. In parallel with his Southern P; 
purchase in 1981 Khoo took u 





spends much of his time. But a brief a1 
highly publicised foray as a ^^ 
knight" defender of the Grace Bros 
partment-store chain in 1982. ca 
wrangles with the. Canberra's Fore 
Investment Review Board. Altho 
vindicated in the end, Khoo does. 
seem to have used his resident status 
expand his Australian group. 

Khoo and corporate raider Ro 
Holmes à Court rank equally as. 
tralia's richest men in the latest an 
ranking of estimated “minimum 
worth" by the magazine Busin 


Aside from the Advance Bank 
ing, little is known of his Austra 
sharemarket investments. Market co 
jecture is that Khoo holds or has hek 
substantial. minority stake in Westp: 
Banking Corp. through a nomin 
which some broking analysts. linke 
possible merger scenarios arising 0 
Khoo's role in the Standard Charte 
Bank takeover defence earlier this yea 





». James Bartholomew writes from. L 
don: Following the resignation of K 
from the board of Stanchart on 
November, there has been conside 
able speculation in London that 
might be a willing seller of his 
stake in the bank. One British 
paper declared that on the follov 
day, Khoo was *'discreetly soundin 
possible buyers" and added, “wor 
that he is asking for £9 (US$12. 
share, against a closing price of £8 
Although London brokers and ban 
contacted by the REVIEW were v 
ready to speculate that Khoo's st 
may be for sale and that there may 
willing buyers, none of them could c 
firm that the stake has been Pur on 





Anthony Rowley in Hongkong 

€ protectionist lobby in the US will 
derive-a certain amount of satisfac- 
on. and probably ammunition, from 
le picture of Asia's trade development 
ich emerges from the latest Gatt re- 
ort on international trade. The picture 
one of increasing export surpluses (al- 
t attenuated in 1985) but lagging im- 
ort growth on the part of Asian coun- 

ss asa whole. — 

Gatt notes in its report (published on 
cember) that when Asian econo- 
$ were recovering from recession in 
“period: 1976-79. this was accom- 
ied by growth in imports "which 
de a significant contribution to the 
very of the world economy." By 
ast; "the upsurge in Asia's exports 


ise in imports." This has led to a 
ntial trade surplus for the region, 
arily in Japan and Taiwan. 
hile 1985 saw a marked slowdown 
port growth of the five major man- 
ring exporters of the region — 
Hongkong. South Korea, ee 
and Taiwan — it also brought a 
' reduction in import growth, turn- 
an some cases to negative rates. 
an's export growth slowed in 1985, 
ts imports actually fell, owing to a 
ne in petroleum imports. The net 
t was a bigger trade surplus, some- 
"which.is being exacerbated tem- 
arily by the valuation effect of the 
rise. Gatt also expresses concern 
r the protectionist implications of 
üwan's rising trade surplus. 
The 60% jump in China's imports 
ig 1985 (to over US$42 billion), 
ng to a record trade deficit, pro- 
“some offset to the declining i im- 
t prospensity of the Asian region 
ich Gatt defines to include some 40 
tries). But apart from the small size 
hina's trade relative to that of the 
ive Asian exporters of manufac- 
att notes that import restric- 
ave slowed merchandise inflows. 
weak price prospects" for crude 
leum may further retard China's 
rts, the report suggests. 
1e report says that declining import 
in Asia and elsewhere reflect 
ly. declining earnings from ex- 
t also the difficulty which most 
loping. economies now. face in at- 
ng substantial. net- inflows of 
ign capital, Some: developing areas 
Southeast Asia which. experienced 
siderable setbacks .in economic 
wth. in. 1985 appear [in 1986] to 
e returned closer to their longer- 
1 growth rates, but other Asian 
tries are exhibiting a poorer per- 
























983 has not led to a correspond-. 


port surpluses fuel a stern warning 





formance than in 1985." 
The. Geneva-based 


(25) 


22 
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ee the value of world 
ganisation sugzests that | 21- merchandise trade) 
the growth of world trade | 


as a whole during 1986 is. |°% 


likely to be around 3.5%, 
slightly above -he 3% in 
1985 but well »elow the 
9.5% achieved in the 
"recovery year” of 1984. 
But this forecast is tenta- 
tive because Gatt is still 
uncertain whether the 
stimulating effects upon 
economic growth likely 
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to arise out of the ‘73° 7577 e" di 3 ds § tion. Recent increases in 
decline in cil. prices | i protection are, there- 
wil manifest them- REVIEWGRAPH by Andy Tae — TOTE, disturbing. Even 


selves during fhe second half of 1986. | 
The report sounds warnings against | 
what it calls tie “erosion from within | 
the trading system” from protectionism. 
“Trade imbalances, «exchange-rate 
developments and the debt problem ac- 
count for only part of the pressure on 
the trading sys:em. The vast majority of 
trade restricticns and subsidies are the 
result of tradi-ional pressures for pro- | 
tection rooted in microeconomic con- | 
cerns at the level of individual firms . . 
Instead of improving over time, what | 
Gatt calls the ‘most blatant and firmly 
entrenched examples of policies which 
disregard the principles of the Gatt sys- 
tem" — in the agricultural, textile and 
clothing industries of the developed 
countries — have instead set examples 
for trade restriction in other areas. Yet 
there are “good reasons for doubting 
the effectiveness and efficiency of cur- 
rent policies for raising farmers’ in- 
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two noticeable changes, 
| "First, the share of non-fuel primary 
: products in Asia's total imports de- 


countries’ textile and clothing indus- 
tries, the indications are that “high 
levels of tariff protection and extensive 
discriminatory quantitative restrictions 
on imports from most developing coun- 
tries have not prevented large declines 
in employment." 

The reluctance of 
groups of producers to 
adjust to changes in com- 
parative advantage is 
seen by the report as the 
primary challenge to the 

international trading sys- 
tem. "The Gatt allows 
for protection of course, 
through bound tariffs 
and various types of tem- 
porary increase in import 
barriers, subject to 
agreed rU aine D ndisse 
to put a ceiling on, and 
gradually bring down, 


















worse, world trade is threatened by the 
forms that protection is taking, their 
lack of consistency with the rules, and 
what this is doing to confidence in the 
trading system." 

Turning back to Asia's trade, the 
Gatt report shows that while the re- 
gion's trade dependence upon the 
North American market has been grow- 
ing, Western Europe's offtake has been 
declining over the past 12 years. More 
disappointing from the point of view of 
insulating the region from the effects of 
protectionism elsewhere, intra-Asian 
exports actually declined somewhat 
during this period. Intra- Asian imports 
increased, however, while imports from 
both North America and Western 
Europe declined. The biggest compo- 
nent of intra-Asian trade is in primary 
produce — from Southeast to East 
Asia. 


The product. pattern: of Asian trade - 


with the world has also altered during 
this time. Manufactured exports have 


[increased steadily in importance: and 


now account for more than 7096 of 
Asia's total exports. The relative impor- 


| tance of non-fuel primary products has 
| declined sharply while the share of fuels 
| has now stabilised at around 11% of the 


region's total exports (after tripling be- 


B tween 1972 and 1983 and then falling 
| B back somewhat). 


On the import side, there have been 
says Gatt. 


clined from 37% in 1973 to 21% in 1984. 


| Second, the share of fuel imports more 
| than doubled in the 19705, to reach one- 


third of Asia's total imports. But since 
the beginning of the 1980s there has 
been a steady decline in the share of 


| fuels, coupled with a steady increase in 


the pon share of manufacturers.” 
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^| Since it was founded in 1946, the Far Eastern 
| Economic Review has been dedicated to the in- 
| depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
. «every country in the region, the Review is consi- 
|. dered to be the leading publication on Asian affairs 
1l in the world and deemed essential reading for 
«senior executives in business, banking, govern- 
-ment and the professions. 
Over 85% of the Review's circulation is on pre- 
paid subscription, and a new survey of Heview 
subscribers has just been completed by interna- 
tional Research Associates (HK) Ltd. 
_ Review subscribers are primarily top manage- . 
- ment individuals who travel frequently, make key 
^ decisions for their companies and wield enormous 
purchasing power. 
For a complete copy of the Review Subscriber 
.Study 1986 please write on your company's . 
letterhead to: 


Ms Elaine Goodwin 

General Sales Manager 

a Far Eastern Economic Review 
| GPO Box 166 

Hongkong 


FarbasternEconomic 





Or any one of our sales offices worldwide. 
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.| By Hamish McDonald in Melbourne 

E H aving cloned their way towards 
i cholera and malaria vaccines, anti- 

. viral agents, and a host of animal and 

| crop applications, Australian research- 


| unfamiliar ground as they finance the 
| haul from laboratory to pharmacy shelf. 
|. Australia itself, with a small popula- 


| tion on an island continent naturally 
- | quarantined from many of the nastier 
. | infectious diseases and parasites, offers 
| only a small domestic market for human 
.| pharmaceuticals (though with its huge 
| animal industries, a significant one for 
.| veterinary products). So far this has 
_.| been supplied largely by offshoots of the 
| major multinational pharmaceuticals 
- | and chemical companies. 
| Yet biological research has been ex- 
| tensive, in the public-funded university 
| system, in several semi-private founda- 
| tions such as Melbourne's Walter and 
| Eliza Hall Institute of Medical Re- 
| search, and in federal government agen- 
| cies such as the Commonwealth Scien- 
| tific and Industrial Research Organisa- 
| tion (CSIRO) and Commonwealth 
| Serum Laboratories (CSL). 
|  . Given the size of the economy and 
| research funds employed, results have 
_ | been impressive in focal areas. The late 
| Macfarlance Burnet of the Hall Insti- 
_ | tute won a Nobel Prize for his advances 
| in the understanding of immunity. 
| | CSIRO scientists solved the ecological 
|| threat from an introduced rabbit popu- 
| lation with the rabbit-specific disease 
J myxymatosis. 
Whether “pure” science or intensely 
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practical; the approach of research 
tended in the past to be quite non-com- 
mercial. That has changed markedly in 
the past few years. The price squeeze on 
traditional rural and mineral exports, 
resulting in a current-account problem, 
has turned attention to manufacturing 
and knowledge-based industries. 

However, as funding for universities 
became more parsimonious, with re- 
search rather than teaching the first ac- 
tivity sacrificed, scientists have had to 
take off their white lab-coats and hustle 
for money. The CSIRO set up Sirotech 
to handle commercial joint ventures, 
and several universities organised their 
own autonomous research and develop- 
ment bodies. “We just had to get into 
applied areas," said Prof. Tony Lin- 
nane, director of Monash University's 
Centre for Molecular Biology and 
Medicine, set up in 1984 with a group of 
prominent industrialists on its board of 
management. | 

A number of Australian institutions 
have maintained pace with interna- 
tional leaders in developing applica- 
tions for genetic engineering 
techniques. In Melbourne particularly, 
a community of scientific skills has built 
up around Melbourne and Monash uni- 
versities, the city’s teaching hospitals, 
the Hall Institute and the Howard 
Florey Institute of Experimental 
Physiology and Medicine, all liberally 
funded from the city’s “old money.” 

“Melbourne is a very strong city in 
modern biotechnology, equal to most 
cities in the world,” said Linnane. “It 
has come out of the culture. Establish- 
ed wealth has endowed the various in- 
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stitutes and universities." Scientists 


point out as well that the concentration 
of diverse disciplines is also crucial 
in biotechnology where lateral think- 
ing solves problems. *You often need 
to turn to somebody with a particular 
expertise," said the Hall Institute's 
Graham Mitchell. *It is a lot better just 
to be able to cross the road and see the 
guy.” ; ; 
Several discoveries are now getting 
into the testing and trial stage. The 
Monash centre is among the few re- 
search groups to have engineered and 
patented a type of human interferon (a 
naturally produced anti-viral chemical). 
It has also produced its own yeast ex- 
pression vector, the fermentation 


production of interferons for testing 
against viruses, cancers and degenera- 
tive illness — as well as other genetically 
engineered products. 

The first commercial fruit is coming 
in development of monoclonal anti- 
bodies for diagnosis. The Monash 
centre's antibody for cancer of the intes- 
tinal tract is undergoing clinical trials in 
Australia and Japan, where it will be 
manufactured in a kit-form by Suzu- 
kien-Sanwa Kagaku Kenkyusho. An- 
other kit under development will detect 
incipient thrombosis (blood-clotting) in 
surgical patients, allowing timely use of 
anti-coagulent drugs. 

A joint venture of the Hall Institute, 
CSL, the Queensland Institute of Medi- 
cal Research and CRA  subsidary 
Biotechnology Australia (BA) is mov- 
ing towards trials of a bio-engineered 
vaccine against malaria for field testing 
in Papua New Guinea, having identified 
the "Achilles heel" of one serious 
malaria strain and reproduced an anti- 
gen that attacks it. Vaccines against two 
other parasitic diseases, schistosomiasis 
(river blindness) and leishmaniasis, are 
also being developed at the Hall Insti- 
tute. 


AT University’s Institute of 
Medical and Veterinary Science 
under Prof. Derrick Rowley has, mean- 
while, cloned for trial an oral vaccine for 
cholera and typhoid that will, it is 


hoped, produce a higher, longer-lasting . 


immunity than existing injected vaccines 
which can have feverish side-effects and 
are less suited to mass inoculation in 
poorer countries. The cloned vaccine 
will also be far cheaper than equivalent 
oral vaccines from killed cholera bac- 
teria, about 80 US cents compared with 
some US$5 a dose. 


Tests on volunteers have demon- 


strated an immune response. Next year, 
vaccinated subjects will be challenged 
by live cholera germs at the Centre for 
Vaccine Development in Baltimore. If 
this is successful, permission will be 
sought for a mass field trial involving 
around 200,000 people in a cholera- 
prone country such as Bangladesh. 
Another breakthrough has come 
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from BA in Sydney, which announced 
in May this year the first cloning of 
human inhibin, a hormone which con- 
trols production of sperm in men and 
ova in women. BA also cloned the first 
bovine inhibin, only a few weeks after 
the leading US biotechnology company 
Genentech produced porcine inhibin. 

Researchers at Monash and Mel- 
bourne’s Prince Henry’s Hospital — 
who have been marketing techniques 
from their in vitro fertilisation program- 
me in the US — have simultaneously 
come up with a way of measuring inhi- 
bin levels in blood. Together, the two 
discoveries open the way to a testing of a 
new “unisex” contraceptive, perhaps 
within two years. 

While the Melbourne culture has 
generated commercial-oriented bio- 
medical research, the same sophistica- 
j s created a powerful movement 
questioning the ethics of many research 
practices, and prodded the local legal 
profession into study of the US exam- 
ple. “Informed consent” is now a 
paramount consideration with human 
tests. The Animal Liberation Move- 
ment inspired by Monash philosophy 
professor Peter Singer has strengthened 
traditional anti-vivisectionist opinion. 
The result is a more limited supply of 
guinea pigs of all species. 

The drive to commercialise has also 
strained classic precepts about public- 
funded research. Federal Science 
Minister Barry Jones — author of a 
widely read, rally-to-technology book 
called Sleepers Awake! — has berated 
Australian scientists over the fact that 
while they publish 2% of the world’s 
scientific papers, they file only 1% of 
patents. 

Monash’s Linnane said: “The struc- 
ture of government research funding is 
set up to do exactly that. All this ‘get off 
your seats, fellows’ is wrong.” Grants 
are given on condition that findings are 
put in the public domain through publi- 
cation, ruling out patents and alerting 
potential rivals. At the same time, the 
embrace of commercial secretiveness 
and aggressive patenting causes some 
misgivings, with the Hall Institute’s 
Mitchell saying that this can “squash 
creativity.” 

Scientists said Australian bio- 
technology had not yet suffered a 
damaging “brain-drain” exodus. Lin- 
nane said Australia was not producing 
enough experts: “There is a tremendous 
shortage of people in recombinant 
DNA. Only a handful of Australian 
groups can do it at a real international 
level. You need substantial groups of 
people; it takes a critical mass.” On the 
other hand, Adelaide University’s 
Rowley complains of difficulty finding 
research jobs for post-doctoral scholars 
returning from work in European and 
US universities. This suggests, in the ab- 
sence of more lavish government fund- 
ing, that more commercial links are re- 
quired to build up the talent bank. gg 
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Growing a money tree 


What Australian biotech firms need is a dollar clone 


W hile impressive results have been 
flowing from a national expendi- 
ture of probably less than A$100 million 
(US$64.3 million) a year on biotechnol- 
ogy research, opinions are divided on 
the prospects for new. industries being 
founded upon it — a goal dear to federal 
and state governments in Australia. 

The Adelaide team developing a 
new cholera vaccine seems closest so far 
to the ideals of industrial policy, and re- 
search head Prof. Derrick Rowley ac- 
knowledges: “We have given undertak- 
ings to develop our products in such 
ways as to maximise Australian employ- 
ment.” 

Federal grants and interest-free 
loans from the South Australia state 
government have so far kept its 20 scien- 
tists at work, for a modest A$500,000 a 
year. The big leap from this to commer- 
cial production is helped enormously by 
having in the same city Australia’s only 
pharmaceuticals company of any size, 
the listed F. H. Faulding, which has 
joined the university in a joint venture 
called Enterovax Research. 

With two or three plants, each cost- 
ing A$10-25 million, fulfilling projected 
world demand for the vaccine, En- 
terovax executive Attilio Demicheli 
sees Asian needs supplied from one fac- 
tory in Australia and partnerships in the 
other plants with major drug companies 
serving Europe and North America. 

Capital for the Australian plant 
could be raised on the share market 
once the vaccine is close to commercial 
production. As with the malaria vaccine 
being developed by BA, the Hall Insti- 
tute, and others, two markets would 
emerge. One would supply mass im- 
munisation in poorer countries through 
international agencies such as the 
World Health Organisation and UN 
Children's Fund, which would obvi- 
ously have bargaining power for a low 
unit price. The other market would 
serve travellers and military forces, 
from whom greater prófit could be ex- 
tracted. 

Other research groups are less cer- 
tain about local commercial production. 
At the Hall Institute, Graham Mitchell 
said the malaria vaccine partners would 
look first to Australian industry. “But if 
it is found wanting, we would have no 
hesitation going elsewhere," he said. 

Enterprises further down the com- 
mercial track, such as the Monash 
centre and Australian Monoclonal Pro- 
ducts, have already judged licensing ar- 
rangements with foreign drug com- 
panies the best way to export. 

Even Faulding admits to little ex- 
perience with production of *live" vac- 
cines such as the cholera vaccine, which 
would be made through large-scale fer- 
mentation. One source of fermentation 


expertise could be the large breweries in 
Australia. Another obvious industrial 
participant could be the trading group 


Burns Philp, whose subsidiary Mauri - 


Brothers is one of the world's biggest 
yeast producers and which recently took 
a 30% stake in an unlisted British labo- 
ratory, Imperial Biotechnology. 


Sources of development funds are | 


becoming more diverse, meanwhile. 
Until recently the federal government 
kept much of the national biotechnol- 


ogy research effort in-house at the | 


CSIRO, which spends about A$36 mil- 
lion a year in the field. Grants elsewhere 
totalled only A$32 million over the past 
three years, requiring scientists to deve- 
lop great skills of “grantsmanship.” 
Canberra has tried to encourage 
greater financial market participation 
through recent tax policies. The same 
system of enhanced tax deductability 
that stimulated — some say over-stimu- 
lated — the Australian film industry 
could, it is hoped, be the most effective 


government support for biotechnology : | 


and other hi-tech sectors. 

A 150% tax deduction for technol- 
ogy research and development came 
into operation in mid-1985, effectively 
dropping the cost of investment to 31% 
of the amount allocated (under the pre- 
sent 46% corporate-tax rate) and to 
26.595 from mid-1987 (when the com- 
pany tax goes to 4976). The same system 
(with different rates) encouraged a 
wave of investment in film production, 


reaching about A$180 million a year in - 


the past two fiscal years. 
In place just over a year, the tax de- 


duction scheme has not yet proved itself | 


one way or the other. One major test 
will come when the Monash centre ap- 


Rowley: maximising employment. | 














| dormant 
| talised at A$159 million which the 





J| management 
| panies (MICs) set up in 1983, whereby 


| years 


proaches investors for A$9 million of its 


gramme. 

. Another tax-motivated channel for 
funding comes through the so-called 
and investment com- 


original subscribers in these licensed 


. venture-capital concerns get a 100% de- 
. duction. Since this scheme started, 11 


MICs have raised A$122 million, of 


-which A$63 million has been committed 


to projects. Several of these are in the 
biotechnology area, such as the medical 
diagnostic firm Australian Genetic En- 
gineering and the plant bio-engineers 
Calgene Australia. However, the MICs 
complain that their potential is severely 
cramped by the federal government's 


— | ceiling on capital approved as tax-de- 


ductible — only A$40 million in the cur- 
rent fiscal year. 


NC source of capital comes 
from the Australian Industry Deve- 
lopment Corp. (AIDC), a sometimes- 
federal-owned bank capi- 


present Labor government has pointed 
towards hi-tech. Invoking a little- 
used “national interest" provision in its 
enabling act, AIDC has pledged A$9.2 
million over three years to the malaria 


| vaccine joint venture. 


The Victoria state government in 


. July earmarked A$25 million for equity 


participation in 12 promising bio- 
technology ventures. It has also call- 
ed for expressions of interest in building 
Australia's first large drug and chemical 
safety-evaluation centre, to cost about 


. A$20 million, which could keep more 


steps in the commercialisation process 
within the country. 
Australian sharemarkets have given 


à . biotechnology a generally good recep- 


tion despite a lot of “blue sky" being 
written up as firm market prospects in 
the early wave of prospectuses three 
ago. Gene Link (formerly 
Genetech) raised A$10 million from a 
share issue early in 1984 to finance the 


bringing to market of herpes and 


chlamydia diagnostic agents and other 


= | discoveries made by Melbourne re- 


search groups. At the time it forecast 
net profit of A$7.6 million by the year 


ended June 1986. Preliminary results. 


— | for that year now show a loss of 
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A$253,000. 
One alternative source of funding is 


E . to be swallowed up by a major company 


with a quantity of patience. BA, a major 
partner in the malaria vaccine project, 


| found its fairy godmother in 1981 in the 


mining giant CRA, whose chairman Sir 


| Roderick Carnegie had a fascination 
. with new industries. Its staff of 63 (in- 


cluding 23 scientists at the PhD level) 
and extensive laboratories in Sydney 
have already swallowed more than the 
A$50 million Carnegie said CRA was 
prepared to sink into the venture before 
expecting areturn. — Hamish McDonald 


A$12 million new development pro-- 
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By Bruce Roscoe in Tokyo 


Or answer to the question of what 
keeps driving up the Tokyo 
stockmarket when the economy is reel- 
ing from the aftershock of a massive cur- 
rency revaluation may be found in the 
stratospheric prices bid for shares in 
Nippon Telephone and Telegraph 
Corp. (NTT). the former telephone 
monopoly partly privatised on 1 April 
1985. Individual and corporate Japan- 
ese investors, while naturally mindful of 
currency swings, appear far more 
obsessed by th» appeal of “themes.” 

A whisper of news about govern- 
ment plans tc stimulate the economy 
produces instznt buying of real-estate, 
railways (which own vast tracts of land) 
and utilities. A minor freeing of the tele- 
communications market results in fren- 
zied buying cf shares even remotely 
connected to communications. The ac- 
tual business performance of companies 
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TSE share dealers: anticipated rise. 







fitting neatly or awkwardly into such 
themes becomes irrelevant. 

That can explain why some Japanese 
think more than ¥1 million (US$6,180) 
is a sensible price to pay for a single 
NTT share with a par value of ¥50,000. 

Over the next four years the Ministry 
of Finance (MoF), formerly the only 
NTT shareholder, will sell half its 15.6 
million NTT shares, about 1.95 million 
shares a year. In October 200,000 shares 
were sold by public auction as a means 
of setting a price for limited sale until 
the shares are listed on Japan’s eight ex- 
changes in mid-January. Applications 
were opened te the public in November 
for the 1.7 million shares the MoF still 
plans to release in this first-year sale. 

Bids from companies, institutional 
investors and individuals in the initial 
sale were so high, ranging from ¥1.02- 
2.4 million, that the price was fixed at 
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High-floating business 


The NTT share auction draws some bids of over ¥2 million 


¥1.197 million a share. The MoF plans 
to use the windfall total of ¥239 billion 
raised from the auction to redeem pub- 
lic bonds. 

Even though only 200,000 shares 
were available, total bids were for 1.16 
million: of the 1,752 private companies 
bidding, 502 were successful, while 191 
individual bidders out of 936 were 
awarded shares. Junichi Iwasaki, the 
42-year-old owner of a Kyushu hotel, 
raised mortgage finance to offer ¥1-2 


million each for 2,400 NAD sbarcss-aud 
was allocated all of them, making him 
the 10th biggest NTT shareholder, or 
11th, counting the MoF. 

Taiyo Life Insurance Co., offering 
¥1.05-1.25 million a share, successfully 
bid for 10,000 shares, the largest 
number to be distributed to a single 
company. Taiyo Life president Kyojiro 
Nishiwaki believes the shares’ real rise 
will come next century. 

Investors are speculating whether 
the over-the-MoF-counter NTT price 
will hold in the secondary market until 
listing in 1987. Those who bid in 
November for the remaining 1.7 million 
shares will not be told whether they won 
the ballot — the MoF’s way of appor- 
tioning the shares in the likely event that 
applicants outnumber available shares 
— until 5 January. Thus bids were made 


nearly two months before applicants 
find out if they own a piece of NTT, and 
three months before a market price is 
set through trading on the exchanges. 

A curious result of the initial auction 
was that it seemed to produce the type 
of shareholding the MoF probably 
hoped to see for NIT. Apart from the 
victorious insurance companies, three 
telecommunications companies (Kyowa 
Densetsu Kaisha, Daimei Telecom En- 
gineering Corp., and Toyo Telecom- 
munications Constructing Co.) which 
depend on NTT orders for 70-80% of 
their business, somehow all managed to 
bid an appropriate price at the ¥900,000- 
level. All received shares. 

Despite NTT’s modest profits (pre- 
tax profits were 6.2% of sales in the year 
to 31 March) some Tokyo brokers be- 
lieve that once the company is listed, the 
share price is likely to rise to ¥1.4-1.5 
million. Such a price could trigger in- . 
stant selling. If the auction-set price 
holds, NTT's market capitalisation will 
reach ¥18.7 trillion, more than 5% of 
the present market capitalisation of the 
Tokyo Stock Exchange, and seven 
times that of British Telecom. (Only Ja- 
panese nationals can buy NTT shares, 
as Stipulated in Article 4 of the NTT 
Law.) oO 
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IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENT S. 







Registered Model 


OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
IN THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 
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a When the curtain rises on CONEXPO '87 
= SHAPING TOMORROW'S WORLD you'll see the most advanced, most produc- 
E tive construction equipment ever offered 
by JI Case. 
See the latest innovations in loader/ 
backhoes, excavators, crawler dozers and 
loaders, trenchers, skid-steer loaders, 





Gea 1 


a 


wta 
La d 
a EPET 





1 
Ho 
SEE SY AOI TG | 
MU d RUP 
SIT ANNUM 


Jenne ^ MN A 4f 
irs ui duas so ERAT 
W 4. MEARUM ULT DOM TN ' "7 








SERM AA VERE » č 
E Cort p Cae I IRA Dif 
HI te ee ee N, LS] ^ 
3 op aaa a 4 á Jig ap Pula ee 
z octies : 2 
MUI NGS NES cos ec Sin eere tie ae 


wheel loaders and compaction equipment 


at our.exhibit. 
Providing new and better ways in 
product, service and support to help you diosa c3 


A Tenneco Company 


. shape tomorrow's world. Thats Case. We 
look forward to showing you how. 700 State Street Racine, WI 53404 U.S.A. 
Building On Quality 
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With the new long-range 747-400, nonstap All at the lowest cost per seat mile of any 
service will now be possible between such distan: intercontinental jetliner in history. 
cities as Singapore and London; San Francisco and The 747-400 is an advanced aircraft that 


Hong Kong; and Taipei and Los Angeles. can fly 450 passengers a full 8,000 miles, nonstop. 
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Singapore Cathay Pacific Korean Air Northwest British Airwe 
No wonder major international airlines The 747-400. For international airlines tha 
from all over the world are rushing to add the want to go farther s serve their Dern 
747-400 to their fleets. The first 747-400s are A? "4, 


scheduled for delivery in 1988. oe people RE 


FLY THE NEW GARUDA INDONESIA TO ONE C 


DIRECTORATE GENERAL OF TOURISM REPUBLIC OF INDONESIA 





IHE WORLD'S GREAT WONDERS-BOROBUDUR 


The fabled Borobudur is the world's 
largest Buddhist monument. 

Built in the eighth century on a hill 
outside Yogyakarta it stands 120 feet 
high and comprises five square terraces 
whose walls contain over 3 miles of 
bas-relief carvings illustrating ancient 
folktales with a parade of princes, 
musicians, ships, saints and heavenly 
throngs. 

Above these are three circular terraces 
supporting 72 miniature stupas each 
containing a statue of the meditating 
Buddha; and on the highest level a huge 
crowning stupa. 

Buried for a thousand years Borobudur 
was only re-discovered in 1814. Now it's 
your turn to discover it. 
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Fly there with the airline that knows 
Borobudur best. 
Garuda Indonesia. 





Uncovered Buddha near the top of Borobudur. e 
Garuda Indonesia 
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Daewoo's Okpo shipyard: weathering the storm. 


SHIPPING 


Korea Inc. to the rescue 


- Daewoo takes the collapse of US Lines in its stride 


By Paul Ensor in Seoul 


|: was billed as the largest shipbuild- 
ing order in history and would have 
been the greatest peacetime expansion 
in the history of US shipping. Now the 
contract — signed in 1983 for 12 large 
container ships valued at a total of 
US$570 million, to be built for US Lines 
by Daewoo Shipbuilding and Heavy In- 
dustry — is part of a web of liabilities the 

US shipping company has declared it- 
self unable to repay by filing for protec- 
tion from its creditors under Chapter 11 
of the US Bankruptcy Code, the first 
step in such proceedings in the US. Both 
Daewoo and its creditors appear confi- 
dent about the company's ability to 
weather the storm, thanks more to the 
support of the South Korean Govern- 
ment than any other single cause. 

- Daewoo delivered the last ship of the 
order ahead of schedule in September 
1985, but because of the financing it ex- 
tended to US Lines it remains inextrica- 
bly involved in the line's financial 
troubles. To finance the deal, Daewoo 
borrowed US$80.3 million from the 
state-owned Korea Development Bank 
(which is also a 48% shareholder of 
Daewoo), and floated a syndicated loan 
of US$32.5 million with major foreign 
banks, artanged by Citicorp in 1983. It 
also drew US$156 million from the 
Korea Export Import Bank, which, in 
exchange, took letters of credit (LCs) is- 
sued by US Lines' banks in the US. 

. .. The US banks which issued the LCs 
(including Citibank and Bank of Ame- 
rica) extended a mortgage on the ships 
equal in value at the time to the LCs. 
Daewoo extended a second mortgage 
on the ships, and together the two are 
valued at US$302 million. In mid-1986 
Chemical Bank purchased the LCs held 
by the Korea Exim Bank — a fairly 
routine discounting transaction. Still 

holding the notes, the US bank is among 





the most deeply involved in the future of 
the case. 

According to one banker, the finan- 
cial package involves 40-50 institutions, 
primarily in the US, and the major US 
banks involved — many of which al- 
ready have substantial business with 
Daewoo — have a strong interest in 
lending as much support as possible to 





| sales side of the ship business once the he 


prevent any serious damage to the . 


South Korean conglomerate. As is the 
case with similar large transactions, 
around 90% of the loans and notes is- 
sued were guaranteed and insured by 
the Korea Exim Bank. The remaining 
1096 is a substantial sum, probably well 
above US$50 million. 

At this early stage it is not clear 
exactly how Daewoo will retrieve the 
loans extended to US Lines. Daewoo 
can claim on the insurance extended 
through Korea Exim Bank, though due 
to the size and unprecedented nature of 


such a move, a Daewoo spokesman told | 


the REVIEW that this is only being consi- 
dered as a last resort. 


Aq to the spokesman, the 
other alternative — selling or leas- 
ing the ships — is receiving more serious 
consideration at present. As US Lines 
neared collapse, bankers in Seoul say 
they received visits from Daewoo repre- 
sentatives who were eager to explain the 
company's position in much more can- 
did terms than the usual rather vague 
accounts which corporate borrowers 
here habitually give to their foreign 
creditors. 

Taking back the ships would inevita- 
bly involve some losses. When the ships 
were ordered, they were priced at 
US$47.5 million each: due to the world 
shipping slump, values have dropped to 
around US$25 million each. Prices 


could be much lower if all 12 were put 
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up for sale together. At US$25 million | - 
each, about US$300 million could be | - 
raised, which is roughly the value of the : i 
mortgages held on the ships by the | 
banks and Daewoo, but still well under | _ 
the original value of the contract. 

If Daewoo was to take back the ships 
it built for US Lines, it would be-adding 
to an already bloated domestic mer- | 
chant fleet which the government has | |. 
spent the past three years attempting to | - 
streamline. The ships are state-of-the- | . 
art design and highly efficient, but given 
the condition of the industry worldwide, | 
it seems unlikely that running them |. 
would be any more profitable for | | 
Daewoo than it is for the country's many | - 
financially strapped container lines. ks 

Daewoo's creditors are confident | | 
that it will weather the storm because ul- | - 
timately it is backed by Korea Exim | - 
Bank guarantees — “Which is precisely - 
what we mean when we say 'Korea 
Inc.’,” said oneeAnother source of con- | — 
fidence is the role of Korea Develop- |. 
ment Bank, a public entity which apart | |. 
from being the major shareholder has |. 
invested US$80.3 million in the project. — 

Although Daewoo's lifelines to the 
government seem absolutely secure, it 
is one of the least healthy of the coun- 
try's major conglomerates in financial 
terms. Any losses arising from the US |- 
Lines collapse will have to be absorbed | | 
by the group's trading arm, Daewoo | - 
Corp., which has responsibility for the 
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ships are completed at the group's yard | - 
in Koje on the southwest coast. Daewoo | - 
Corp. has had a difficult time this year |. 
selling off oil payments made by Libya | - 
in return for construction work com- | - 
pleted there. E. 
Lending to South Korean conglom- | — 
erates has always been more or less a | 
matter of sovereign risk for foreign | - 
banks, and few expect Daewoo's cur- |. 
rent difficulties will create a precedent: | | 
ultimately Korea Inc. will pay or — | 
more likely — guarantee further loans. | | 
Bankers say Daewoo would have few |. 
difficulties if it were to turn to foreign | - 
creditors to tide itself over its current | - 
problems. Foreign banks operating in - 
South Korea are expected to experience 
a drop in profits this year, due to weak | 
demand for loans among local com- | — 
panies and the government's restric- | 
tions on lending in thé second half ofthe | 
year. They are eager to lend, especially 4 . 
to top-tier clients such as Daewoo, | | 
whatever their fundamentals. 
The US Lines collapse comes at a 
time when shipbuilders here are enjoy- — 
ing a welcome respite from the steadily |. 
declining levels of overseas orders they | 
have reaped in recent years. Thanks 
largely to the yen's appreciation, the 
South Koreans have drawn a large slice 
of business away from their Japanese 
competitors, with new overseas orders | 
received up to the end of October total- |. 
ling US$681 million, compared with a ~ 
total of US$542 million in 1985. 
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By Robert Delfs in Shanghai 


There are signs that 
the waves of econo- 
mic change that have 
<4 swept China for the 
=e past five years have fi- 
> | nally reached Shang- 
| 4 hai. In the past few 
44 months, the city has 
uncharacteristic lead in the 
new round of financial reforms. An in- 
terbank short-term credit market and a 
fledgeling securities exchange have re- 
cently opened, and the Bank of Com- 
munications (Bcomm) is expected to 
Open its new Shanghai headquarters by 
the end of the year, marking the begin- 
ning of competition in China’s state-run 
banking system. 

The Shanghai skyline, preserved al- 





.| most unchanged since liberation, is 


being reshaped as new high-rise hotels 
and office buildings rear up over the 
Huangpu River. There are smiles 
among the usually dour foreign-investor 
community — a foreign-exchange trad- 


| ing centre for Sino-foreign joint ven- 


tures has been opened, and the city was 
among the first to come up with local 
regulations for implementing the 22- 
article Programme for Encouraging 
Foreign Investment issued by the State 
Council in October. 

“We had to reform,” says Yu Shitai 
of the Shanghai Economic Commission. 
“When we saw what was happening in 
other places, we realised that Shanghai 
was too dead, too slow. It was the de- 
mand of the people.” 

When economic development and 
modernisation became China’s highest 
priorities in the first years of the post- 
Mao era, many believed that Shanghai, 
China’s greatest industrial city, would 
quickly move to the fore. But until re- 
cently at least, the city seemed largely 
unaffected by the reforms, and its per- 
formance during the recent years of 
generally rapid economic growth has 
been unimpressive. 

From 1982-86, annual industrial out- 


. put growth in the neighbouring Chang- 


jiang (Yangtze) Delta provinces of Jiang- 
su and Zhejiang averaged an astounding 
16.5% and 21% respectively. In Shang- 
hai the average increase was 7.596, re- 
E in a mature economy, but in 
the centre of a dynamic high-growth re- 
gion — and during a period of extremely 
rapid industrial expansion — Shanghai 
seemed to be standing still. 

In 1982, Shanghai's industry out- 
produced Jiangsu by 26%. By mid-1985 
the province, which Shanghai had long 


regarded as its rural hinterland, had 
overtaken the metropolis to become 
China's biggest industrial producer. 
Jiangsu's edze over Shanghai in indus- 
trial output value this year will probably 
reach 8-975. 

There has been little solace for 
Shanghai further afield. *In the past we 
were a major centre of trade and finance 
in the Pacfic, and Hongkong was 
small," Yu says, “but we closed our- 
selves off ard other places developed. 
Now Hongkong has excelled us, and we 
are backward.” Even Tianjin — a kind 
of scaled-down northern version of 
Shanghai waich shares many of the 
same problems — is now moving and 
changing fas-er than Shanghai, accord- 
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ing to Yu, while Canton is quickly be- 
coming “Sherzhen-ised.” 

Many reasons have been put forward 
to explain why Shanghai was fallen be- 
hind, including lingering leftism in the 
former base of the Gang of Four and Pe- 
king's reluctamce to experiment with its 
most importaat producer of industrial 
goods, exports and revenues. But the 
first rationale on any official's lips is the 
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Shanghai awakers to exploit financial reforms 


The long march back 


disproportionate fiscal burden the city 
has borne since the time of liberation. 
Investment in relatively developed 
Shanghai (and Tianjin) was severely re- 
stricted in the early 1950s as planners 
sought to shift the “irrational” concen- 
tration of industry along the coast into 
the hinterland. 

Industrial investment recovered with 
the decentralisation of economic con- 
trol in 1958-59, but city development in 
the broader sense suffered from what 
Shanghai Mayor Jiang Zeming has 
termed “unique emphasis on develop 
ment of the industrial base and the neg 
lect of other municipal functions.” 

Until two years ago, only about 10% 
of the revenues generated in Shanghai 
were retained by the municipality. The 
rest went to the central government. 
Local budgetary expenditures were ap- 
proved on an item-by-item basis, so 
Shanghai, with local revenues of Rmb 16 
billion (US$4.3 billion) in 1984, spent 
only Rmb 2.77 billion, just Rmb 58 mil- 
lion more than Peking whose revenues 
were only Rmb 4.56 billion. 


hanghai’s annual contribution to the 

state treasury has been at least 10 
times as much Guangdong and Jiangsu, 
Shanghai leaders say, while the muni- 
cipality’s 12 million population is only 
1.2% of the national total. (However, 
Shanghai's share of nationwide indus- 
trial output, the main source of govern- 
ment revenues, is still nearly 10%.) 

Starting in 1984, the central govern 
ment agreed to raise the amount of rev 
enues Shanghai could retain, and as oi 
this year the city is allowed to keep 24- 
25% (sources differ) of gross revenues, 
probably about Rmb 4.5 billion. Now 
that the city gets a fixed slice of the fiscal 
pie, moreover, revenue collection will 
doubtless become more efficient. 

This will be a vast improvement, but 
nothing compared to what planners be- 
lieve the city needs. Shanghai's roads, 
magnificent for a 19th-century met- 
ropolis, have become a traffic night- 
mare now that the automotive revolu- 
tion has belatedly arrived. Shanghai 
badly needs a subway or, failing that, a 
vastly improved bus system. 

The airport must be expanded, 
and the city needs a new bridge over 
(or tunnel under) the Huangpu River 
so more people will move to the current- 
ly unfashionable east side of the river. 
New or improved housing will mean 
replacing miles of underground pipes 
built in a variety of different gauges 
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when Shanghai was a concession city. 

Shanghai will need outside help to 
get these projects off the ground, and 
city planners are hoping to borrow 
US$1-2 billion over the next few years. 

Since bridges and buses cannot gen- 
erate foreign-exchange earnings, the 
central government agreed a few 
months ago to let the city select a list of 
factories for priority development to fi- 
nance urban renewal. The city will bor- 
row funds — initially several hundred 
million dollars — for investment in the 
factories to generate export capacity. 

The portion of renminbi and foreign- 
exchange earnings of these plants which 
would normally go the central govern- 
ment in the form of revenues will be 
applied to repaying the loans over an es- 
timated five to six years. When the loans 
are repaid, the earnings will be available 
to supporf municipal reconstruction 
projects for the following 14-15 years. 

A preliminary list of 100 factories has 
already been drawn up by the city Plan- 
ning and Economic Commissions and 
discussions with the enterprises are now 
under way, as are talks with the Shang- 
hai Bank of China, Shanghai Interna- 
tional Trust and Investment Co. and 
Shanghai AJ Finance Corp. on a plan to 
raise the needed funds through bonds 
and syndicated loans. If the first phase 
goes well, Yu says, Peking will allow the 
programme to be expanded, provided 
that the absolute amount of revenues 
for the central government does not fall 
below a certain point. 

In an economy organised under dif- 
ferent principles, Shanghai would have 
been expected to play an integrating 
and leading role in the recent booming 
growth in the delta region as an exporter 
of capital and financial services. Capi- 
tal-starved itself, for some time Shang- 
hai will not be able to make many ex- 
tramural investments that do not serve 
to tie down access to needed raw materi- 
als. But the new wave of financial re- 
forms do open the door to other ways in 
which Shanghai might once again be- 
come a major regional financial centre 
in more than name. 

The most significant development 
will be the restoration of Bcomm in 
Shanghai, but financial reform offers 
other advantages by making it possible 
for Shanghai to tap the considerable, 
under-utfised funds of its enterprises 
and citizens. Individual savings deposits 
in Shanghai reached a total of Rmb 9 
billion in October, an average of Rmb 
760 per capita, and enterprise deposits 
total much more. 

An example of how this can work is 
the unique Rmb 514 million bond issue 
by the Shanghai People's Construction 
Bank for a new 300,000 tonne-a-year 
ethylene plant to be operated by the 
Shanghai Petrochemical Works. In- 
terest of 12% will be paid on bonds sold 
to individuals, well above the 7.4496 
paid on resident's savings accounts. 

Enterprises will be paid a lower in- 
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Zhao: driving force. 


terest rate of 8% (still substantially 
above the disheartening 3.66% on one- 
year term deposits by enterprises), or 
can elect to take an even lower 4.2% 
paying bond with a kicker — preferen- 
tial treatment in purchase of products 
from the plant. The first Rmb 90 million 
tranche, which went on sale on 20 
November, was over-subscribed. 


eking, it is clear, has decided to give 

more latitude to Shanghai, and local 
officials privately give much of the credit 
to Premier Zhao Ziyang. Zhao sup- 
ported the city’s arguments on its need 
for more autonomy and funds, they say, 
and pushed for reopening Bcomm's 
main office in Shanghai as a means of re- 
storing the city's position as a major fi- 
nancial centre. 


Wariness in Peking about taking | 


chances with Shanghai has weakened 
with the success of the reforms in other 
cities and the shift in political climate, 
making yesterday's heresies conven- 
tional policy today. At the same time, 
municipal concern over Shanghai's 
lacklustre performance relative to 
neighbouring provinces has made be- 
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lievers out of many middle-ranking 
cadres in the city who would have re- 
sisted similar changes a few years ago. 
But are these measures — more fis- 
cal autonomy and freedom to raise 
funds independently abroad, and new 
financial reforms which may make it 
possible for Shanghai to reassume a re- 
gional leadership role — really enough 
to get Shanghai moving again? Were the 
lack of funds and autonomy, and the 
consequent crippling of infrastructural 
development for the past three decades, 
Shanghai's only important problems? 
Shanghai's protected status after 
1949 is one of the keys to the city's poor 
performance in the 1980s, according 


Zhu Xingging, head of the international | 


department of the Shanghai World Eco- 
nomic Herald. 
"Shanghai was the 'golden milch- 


cow’ of the planned economy," Zhu 


says. “And as long as the state fed and 
protected it, Shanghai continued to give 
the most milk. But in the process, the 
city learned to rely on the state and lost 
its ability to organise its own markets 
and sources of raw materials." 

But as the reforms have introduced 


market factors into the economy, Shang- 


hai's position has changed. It must over- 


come the weaknesses engendered by its 
long dependence on the plan as a source © 


of markets and materials. 

In part, the problem is structural. 
The degree to which regions and pro- 
vinces have been able to translate the 
reforms into performance seems di- 
rectly related to the relative positions 
of the collective sector — particularly 
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rural industrie& — versus state enter- | 


prises. 

It is hardly coincidental that state- 
owned enterprises generate less than 
half of total industrial output in rapidly 
growing Jiangsu and Zhejiang, but 
more than 80% in relatively stagnant 
Shanghai. (In 1982, the relative shares 
of the state sector in Jiangsu, Zhejiang 
and Shanghai were 59.7%, 58% and 
86.6% respectively.) 

The rise of rural industries has been 


raising pigs on the side were seen as the 


“tail of capitalism," and rural factories | 


appeared to resemble, not without 
reason, capitalism itself. 
Not many Jiangsu-style collective 


factories are likely to spring up in | 


Shanghai's suburbs, but Shanghai needs 
many more small enterprises, and the 
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bigger ones need to find out how to | 


make their larger scale into an advan- 
tage rather than a handicap. | 
One encouraging recent sign, Zhu 
says, has been the abolition of most in- 
dustrial corporations in Shanghai over 
the past few months. Erected in the 
1950s, the corporations were a key deci- 
sion-making stratum below the city ad- 
ministrative bureau and ran most indus- 


| 


| 
| 


trial enterprises in the city. Their re- - 
moval is expected to enhance the power - 


of factory directors. 
Since the state-owned sector will al- 


most certainly remain dominant in | 


Shanghai in the foreseeable future, 
making state-owned enterprises more 
dynamic and efficient will be the key to 
making Shanghai move. This will prob- 
ably depend on creating new incentives 
for enterprises and workers through di- 
versifying the state-ownership system 
through joint-stock schemes, a relative- 
ly new and experimental area of reform 
with implications far beyond Shanghai, 
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as practical obstacles. 

Arranging secure access to raw mat- 
erials such as cotton was a major prob- 
lem for industry in Shanghai years be- 
fore the communists took over and con- 
tinued thereafter, increasing in severity 
whenever economic policy took another 


| lurch towards decentralisation. Shang- 


hai is not the only industrial metropolis 


in the world facing competition from its 
| former hinterlands, but decades on the 
. plan have left it more handicapped than 
| most in dealing with the problem. It is 
_| particularly serious now because of the 


_ | price imbalance between raw materials 





| and finished goods. 


Since it is nearly always more profit- 
able to process raw materials than to 
produce them, interior provinces logical- 
ly seek to move downstream into value- 


| added processing and manufacturing. 


IE more serious psoblem is that, 
due to the partial and fragmentary na- 


| ture of price and commerce reforms, 


localities can protect both their markets 
and raw-material supplies from a poten- 
tially more competitive Shanghai. Ironi- 
cally, now that market reforms have 
gone as far as they have, traditionally 
conservative Shanghai could become an 
ardent advocate of further reform. 

But even if the price and bureaucra- 
tic barriers to interprovincial trade are 
removed, not all the Shanghai's tradi- 
tional industries will still enjoy the com- 
parative advantages they did 30 years 


| ago. Aggressive new competitors in 


Jiangsu and elsewhere will not go away 


. even when, or if, Shanghai wakes up. 


Metallurgy and other smokestack in- 


. dustries developed in the 1950s will 
| probably be less a part of Shanghai's fu- 
. ture whether it wakes up or not. The 
= Baoshan Steel Mill, predicated on im- 


ports of iron ore from Australia, made 
sense only in an autarchic economy 


. where owning your own mill was the 
only way to ensure a supply of steel. 


If Shanghai is to succeed, it will not 


—. be enough to make its old factories work 


more efficiently. The city will ultimately 


. have to find ways to tap its highly edu- 


cated and experienced human resources 


. — unequalled elsewhere in China — to 
develop new industries and become a 
— provider of financial, informational and 
marketing services which other entities 


cannot. That same base of skills and ex- 


| perience makes Shanghai the natural 
. centre for absorbing foreign funds and 
| technology, a role so far usurped by 
. Canton and its expensively developed 


suburb next to Hongkong, Shenzhen. 
Despite encouraging signs in the past 


_ few months, the scale of these chal- 


lenges and the question mark over re- 
form of state-sector enterprises are 
hardly grounds for excessive optimism. 
But the reforms of 1986, by providing 
the resources and institutional flexibil- 
ity needed to begin to address Shang- 
hai's problems, areatleastastart. J 
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Competition returns to 
Spice the local scene 


When the Bank of 
Communications 
(Bcomm) opens its 
;j new headquarters in 
-| Shanghai, probably in 
>| the next few weeks, it 
4 may mark the begin- 
ning of real competi- 
tion in Chinz's state-run banking sys- 
tem. Authorised to compete with all of 
the specialised national banks in both 
renminbi and foreign-exchange busi- 
ness, Bcomm will start out with total 
paid-in capita: of Rmb 2 billion, making 
it a major financial player in China the 
day it opens its doors. 

The Bank of China (BoC, China’s 
foreign-exchange bank), increased its 
paid-in capital from Rmb 1 to Rmb 3 bil- 
lion only last year, but BoC also has sub- 
stantial reserves and retained profits, 
exceeding Rmb 4.4 billion at the end of 





1985, which the bank can treat as capital 
for leveraging its lending. 

A further ianovation is that Bcomm 
will be structured as a joint stock com- 
pany. The stat? will purchase Rmb 1 bil- 
lion, or half, of the registered capital, 
the rest will be sold to local government 
units, state and collective enterprises 
and individuals (the latter limited to 5% 
of the total shares). 

Unlike the established state banks, 
Bcomm will pay dividends based on its 
profits, as determined by its board of di- 
rectors, with no pre-set ceiling on maxi- 
mum dividenc payment. Eventually, it 
is expected that these shares will be 
tradeable in Shanghai's securities mar- 
kets 

“Bconim will be an enterprise, not a 
government department,” according to 
Gu Shuzhen, who heads a group or- 
ganising the pr2paratory work for open- 


iy e. Mo A v 
Bcomm: enter, pr tse not government department. 


ing the new headquarters, *and we will 
operate according to economic princi- 
ples." Gu has worked in banking in fi- 
nance in Shanghai for more than 40 
years and is the former head of the 
Municipal Finance Department. 

Bcomm, like the Industrial and 
Commercial Bank (ICBC), will be able 
to accept enterprise deposits and make 
short-term circulating capital loans, 
which means that the enterprises will 
have something they have not known in 
banking for many years — a choice. 
Bcomm will also be able to offer in- 
terest rates within a floating range set by 
the PBoC rather than a fixed rate ac- 
cording to term, which the ICBC's reg- 
ular banking offices cannot do at this 
time, though a similar arrangement is 
available to the ICBC trust depart- 
ment. 

Bcomm will also be able to make 
long-term loans, handle 
international trade 
financing, assist with 
bond issues and make 
loans in foreign ex- 
change both to Chinese 
enterprises and to joint 
ventures. This may be 
very attractive to enter- 
prise finance officers 
who in the past have had 
to deal with different 
specialised banks for 
different kinds of busi- 
nesses. "We can do it 
all,” says Gu. Or in 
other words, socialist 
one-stop banking. 

Bcomm will also start 
off with an established 
branch in Hongkong, 
which up until now has 
operated as part of the 

; BoC group, with its own 
capital base of Rmb 600 million plus 
an unspecified amount of foreign- 
exchange reserves. 


ROBERT DELFS 


T future relationship between the 
new Shanghai headquarters and the 
Bcomm branch in Hongkong ehowever, 
remains unclear. As of 12 November, 
according to Gu, there had not yet been 
any official meeting between the pre- 
paratory group and Bcomm in Hong- 
kong, though there has been unofficial 
contact. 

“One thing is clear," Gu says, “and 
that is that we will be the head office and 
they will be the branch. But precisely 
how this will be worked out still needs 
further discussion, and we must con- 
sider both the importance of maintain- 
ing the status quo in Hongkong, as well 
as the situation here in Shanghai after 
our bank is reorganised.” Much will de- 
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pend on a meeting between the two 
boards of directors, which will prob- 
ably take place sometime in Decem- 
ber, but as of early November Bcomm 
in Shanghai had not yet named its 
board. 

Bcomm was originally established in 
1908, during the last years of the Qing 
dynasty, as an investment bank which 
specialised in transportation and energy 
development, later evolving into a mer- 
chant and commercial bank, operating 
from headquarters in Shanghai until 
1951, when the bank was transferred to 
Peking and semi-merged into a joint 
state-private entity with the China Con- 
struction Bank. 

Inactive after 1954, its private assets 
were absorbed into the state system dur- 
ing the collectivisation of 1956-58. But 
the registration remained valid, a sign 
bearing Bcemm’s name continued to 
hang next to the door of the BoC head- 
quarters at Xijiao Minxiang in Peking, 
and the Hongkong branch continued to 
yperate under the leadership of the 
30C. 

The new Shanghai headquarters, 
featuring an impressive marble-lined 
banking hall, are the former offices of 
the pre-liberation Kincheng (Golden 
City) Bank, which has also continued to 
operate in Hongkong as part of the BoC 
group. 

. Bcomm plans to open branches in 
other cities, perhaps first in Hangzhou, 
and in the future may consider reopen- 
ing branches overseas, Gu says. In the 
1930s and 1940s, Bcomm had branches 
in Manila, Jakarta, Bangkok, Saigon 
and Karachi. 

But rather than attempting to com- 
pete with the state banks with branches 
all over China, Bcomm is more likely to 
concentrate on east China, becoming 
China's first regional bank, and could 

lay an increasingly dominant role not 
just in Shanghai but also in Jiangsu and 
Zhejiang, becoming a major banker to 
China’s most economically developed 
and fastest-growing region, account- 
ing for over a quarter of total in- 
dustrial output and 16% of national 
income. 

There is little doubt that the special- 
ised banks in Shanghai feel uneasy 
about facing competition, though in 
public there is unanimous agreement 
that the argival of Bcomm will be a won- 
derful thing. 

Human resources and talent remain 
the new old bank's biggest potential 
weakness, according to Gu, because 
most people in the finance industry in 
China are still accustomed to the old 
ways of doing things. Bcomm is cur- 
rently recruiting staff, expected to reach 
500 by the time the bank opens, from 
enterprises and the specialised national 
banks. The response so far has been en- 
thusiastic, Gu says, “but even if some- 
one wants to join us, it still does not 
necessarily mean they will be any 
good." — Robert Delfs 
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China’s major cities join 


the interbank market 


Since late August, 
|| bankers in Shanghai 
have been gathering 
«4 once each week in a 
= room not far from the 
+ | Bund to lend each 
| Mig. «other money. In less 
d t NE than three months 
Rmb. 1.27 billion (US$341.2 million) 
has been traded on the Shanghai inter- 
bank market. On the biggest day, bank- 
ers exchanged more than Rmb 300 mil- 
lion. 

Starting with experimental money 
markets in Canton,  Chongging, 
Wuhan, Shenyang and Changzhou, 
short-term credit markets are now 
opening up in major cities all over 
China. Lending volume among these 
five trial-point cities totalled Rmb 13.74 
billion in the first half of 1986. In the 
newer Shanghai market, trades with 
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THE INS AND OUTS 
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[C] Capita! construction deposits 
[III] Other state organisations 
[33] Treasury 





banks in other cities and regions — Pe- 
king, Tianjin, even Xinjiang — are tak- 
ing place every week. 

This might not seem extraordinary at 
first glance — banks have borrowed 
from other banks since the time of the 
Medicis. But in socialist China, the de- 
ceptively simple fact of a short-term 
loan from one bank to another without 
specific authorisation from higher au- 
thorities is innovative indeed. It may 
even be revolutionary. 

In late 1983, a decision was made to 
transfer the handling of “circulating 
capital" from government finance de- 
partments to a banking system that at 
the time barely existed. Since then, 
commercial credit has, in theory, ope- 
rated under a multi-tiered planning sys- 
tem which allocates funds and approves 
lending plans at each level down to the 
individual bank sub-branches. 


7 Collective and individual 
industry and commerce 
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At the top, the PBoC — reorganised 
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to function solely as China's central |. 
bank in December 1984 — approves | 

lending plans of both the ICBC and the | 
ABC. The two national commercial | 


banks each approve the credit plans of 
their major provincial branches, which 
in turn supervise branches in each pro- 
vince. These then supervise sub- 


branches and, in the case of the ABC, — : 


rural credit cooperatives. 


As in any other economy, however, |. 


demand for credit is never constant, but — 
rather surges through the system in re- - 
sponse to seasonal movements of goods | 
and changing patterns of production | 


and trade. The peak demand for funds 
in the rural banking system of the ABC, 
for example, occurs just before the au- 


tumn harvest. After the harvest, de- | 


i 
EPAR 


t 


- 


3952 xo 
Ni *) ^ 


2^ 
"M 


mand builds up rapidly in the ICBC sys- |. 
tem as crops move through the market- | 


urban consumers and in- 


beans and tobacco, and 
the commercial-banking 
system must finance the 
entire marketed crop 
-each year — there is no 
market in commodity 
futures. In each of the 
two main banking sys- 
tems, credit 


from region to region 
and place to place. 
When the supply of 
goods and services also 
ran according to a plan, 


be roughly anticipated 
and problems easily sol- 


REVIEWDIAGRAMbyRekyMu Ved. Since the state con- 


trolled the purchase and sale of goods 


among enterprises through the plan, | 


there was little concern over expansion 


of short-term credit to enterprises. - 


Since the credit could only be used to 
purchase authorised quantities of raw 
materials at fixed prices, there was no 
increase in effective demand nor con- 


sumer purchasing power, and monetary | 


control therefore focused on cash in cir- 
culation among individuals and in the 
collective sector. 

Commercial payments were little 


more than book-keeping operations — - 


debiting the account of one enterprise 
and crediting another — ancillary to the 
allocation of goods under the plan. 
Low-interest credit was automatic if an 
enterprise needed additional funds to 
purchase raw materials beyond its origi- 
nal circulating capital grant. 


As a consequence of reforms, how- | 


dustry. China is the | 
world's largest producer — 
of grain, cotton, soya- | 


demand 
also shifts dynamically - 


these movements could © 


ing system to processors, | 
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| out from under control of the plan. En- 
terprise operations have become less 
regulated, ard a larger proportion of | 


goods in the 2conomy — probably ap- 
proaching one-third — are traded at 
market or quasi-market prices. Under 
these conditions, the inflationary impli- 
cations. of cheap and unlimited short- 
term credit became immediately clear. 

Through worker bonuses, booming 
construction and the extraordinary ex- 
pansion of the collective sector — par- 
ticularly rura: industrial enterprises — 
the rapidly ezpanding volume of bank 
credit has created massive amounts of 
new purchasiag power which the state 
can no longer control. Since the reforms 
began in 1979 the total volume of credit 
funds has more than tripled to more 
than Rmb 650 billion, according to 
PBoC president Chen Muhua in an arti- 
cle in the People’s Daily on 10 
November. 

But exercising planned control over 
the volume o: credit in a vertically or- 
ganised banking system — which ulti- 
mately means anticipating demand for 
credit at each node in the system month- 
by-month — is intrinsically very dif- 
ficult. Itbecar1e even more so as a result 
of the startlng speed of industrial 
growth in 1984-85, and the increased 
variation in cropping patterns which has 
Occurred since rural reforms were intro- 
duced. | 

The short-:erm funding needs of a 
local purchase and supply cooperative, 
for example, may sharply increase when 
farmers in a locality shift a portion of 
their acreage from one crop to another, 
an effect which may be replicated across 
several counties. 

The upsurge in unplanned capital in- 
vestment by localities and enterprises 
has placed uranticipated demands on 
the system to supply additional working 
capital to cover raw-material purchases 
and inventory. For state enterprises and 
well-connected collectives, approval of 
such loans (for historical reasons) would 
normally be automatic. 

Since the state no longer guarantees 
purchase of al manufactured products, 
some factories have experienced dif- 
ficulties in moving their goods, and their 





Auspicious beginning — - 


When the Shanghai 
interbank market was: 
inaugurated under the 
-| Supervision of ICBC 
“ in August, initially 
Lo» 2|only local ICBC 
: TES branches participated. 

i ttk Other banks became 
involved withia the first month of oper- 
ation, however, including branches and 
offices of BoC, ABC, and the AJ Fi- 





‘nance Corp. — a non-state investment 
house which was spun off from the 

































phone and telex, 
























excess inventory generally must be co- 
vered by additional or extended cir- 
culating capital loans by the local ICBC 
branch. | 
"The vertical allocation of funds is | 
incompatible with horizontal economic: 
integration," PBoC vice-chairman and. | 
deputy governor Liu Hongru told repre- 
sentatives from the New York Stock Ex- 
change (NYSE) in Peking in 
November. “There has been no funda- 
mental change in the actual practice of 
banks indiscriminately providing funds 
to enterprises. Within the banking sec- 
tor, the fact of bank subsidiaries at dif- 
ferent levels ‘eating from the same pot’ 
has not been. totally reversed. There | 
lacks a complete responsibility system 
and risk-preventing system in the exten- 
sion .of loans. The economic regula- 
tions and control measures have no | 
teeth.” | 
| 


To nature of the vertically organised 
banking system, however, makes 
adjustments difficult. A suburban 
branch of the ICBC needing additional 
short-term funds, for example, would 
normally borrow them from a larger 
ICBC branch in town. That branch 
would have to go to the provincial 








Shanghai Patriotic Construction Corp. 
three months ago. About 40 different 
offices are normally represented at the | 
trading sessions, which require only a , 
few hours every Thursday morning. h 
Offers specify both the term and the 
amount of funds sought or available for 
lending. The board also lists the current 
PBoC rediscount rate for one, three and. 
six-month commercial bills. "E 
. Now, an increasing amount of inter- 
bank lending is done directly via tele- 
according to Liu 






























ad already been reached, and so 
: on. Solving even a minor temporary 
problem at a single branch thus can in- 
- volve complex series of decisions at suc- 
-cessively higher levels of the system. 
“There was no movement of funds 
;. among the specialised banking systems, 
no flow between Shanghai and other 
| places, nor even within the network of 
-offices and branches of a single system 
"in; one place," according to Liu 
 Zhengxin, deputy manager of the 
~ICBC’s Economic Information Consul- 
-tancy Co. in Shanghai. 



























|} tem tends to induce a higher level of 
~ |. general liquidity than is really needed. 
Each node has a clear incentive to retain 
temporarily surplus funds in case of con- 
| tingencies. Once funds are committed 
»| to a regional sub-system, they tend to 
| stay there, whether they are utilised or 

. not. Thus localised short-term short- 
ages of funds generate pressure to in- 
-.rease overall credit and money supply 
ion vel even when under- 
liquidity. exist. else- 


















ctors came toa head in 
1985 when strict controls on short-term 










| in the first half of the year to 
10.2% by the fourth quarter and only 
| 4.496 in the first three months of 1986. 
|. What had happened at the micro- 
T economic level, however, was exceed- 
ingly unusual for a socialist economy. 
_ | Enterprises which could not roll over or 
|. extend eirculating capital loans began to 
default, creating a chain reaction as 
ippliers, failing to receive pay- 
ents, also went into default. Ulti- 
1ately banks also began to delay or de- 
lt on interbank settlements. By De- 
cember 1985, unpaid balances on ac- 
counts among enterprises exceeded 
Rmb 10 billion. and by February this 
year the total had gone "out of control," 
according to an analysis by Jiang Yue 






































 Zhengxin, deputy manager of the 
. Shanghai ICBC Economic Consultancy 
| Co., including business with bank of- 
: fices out of town and in other provinces 
and regions, amounting to about 20% of 
total volume. 
js . The primary instrument used in the 
" Shanghai interbank market is the 
yinhang chengdui huipiao (banker's ac- 
ceptance), but within the ICBC system 
branches also use loan applications (dai- 
kuan shenging shu), which (apparently) 
represent committed funds for an ap- 
proved project. Commercial bills have 
been in use since 1981, but the prac- 
tice. of- discounting and exchanging 


mit under the 








By its nature, moreover, such a sys- | 











STATE BANKS 










deposit rates. 


Takes urban depasits, makes short- and 
medium-term loans to commerce and industry. 
Loans: Rmb 300.8 billion 

Assets: Rmb 333.0 billion 
Capital: Rmb 18.0 billion 











Takes forex deposits and loans, international 
trade finance, lending to Sino-foreign joint 
ventures. 


Loans: Rmb $4.7 billion 
Assets: Rmb 260.6 billion 
Capital: Rb 3.0 billion 


Takes Rb and forex deposits, makes long- and 
short-term Rmb and forex loans, trade finance. 


Assets: n.a. 
Capital: Rmb 2.6 billion 


Participates in equity joint ventures, re-lends 
foreign e to enterprises and Sino- 
foreign joint ventures. Purchased 95% of 
Hongkong's Ka Wah Bark in 1986. 


Assets: Rmb 4.6 biltion 
Capital: Rms 0.6 billion 














accepted bills is new, at least since 
1949, . 

The interest rate is negotiable up to a 
ceiling of 0.66% a month, equivalent to 
an annual 7.92%, the current ICBC rate 
for lending to enterprises up to a year. 
There is effectively a floor set at 0.48% 
a month (5.76?5 a year), the rate that 
the PBoC currently pays on bank depo- 
sits. Most inter-bank lending so far has 
been for terms of 20-30 days, but rang- 
ing up to a maximum of six months. 

The Shanghai. market commonly 
moves Rmb 100-200 million in a morn- 
ing's trading and on one day moved 
more than Rmb 300 million. While this 





Formuiates policy, controls supply of currency 
and funds, sets reserve and rediscount rates 
and regulates bank credit, sets loan and 


Note: Capital is paid-in or share capital and does not include reserves or retained profits. All figures for year-end 1985 
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Takes rural deposits, lends to rural collectives 
and farms, oversees rural credit co-ops. 

Assets: Amb 174.0 billion 

Capital: Rmb 22.6 billion 


















Channels 


Loans: Rmb 56.26 billion 
Assets: Rmb 75.45 billion 
Capital: Rmb 16.58 billion. | 


state funds for capital construction. 


























REGIONAL BANKS _ 


INVESTMENT BANKS 






and regions. These attract funds through trust 
deposits and borrowings, direct funds tolocal — 
mennari le rial and issuance of « 


























REVIEWDIAGBAM by Ricky t 


may represent only a small fraction o 
the potential demand for money-mar 
ket services, these are still substanti 
sums considering that the weekly m: 
ket is only three months old. 5 

“This is just a first step,” Jiang Jia 
qing, deputy chief of ICBC's Shangha 
branch office, told the REVIEW. “Finan 
cial reform will be a process of explora 
tion, of feeling our way, and it has. 
just begun." And in the future, adde 
another ICBC officer, when fo 
banks are authorised to en 








market. 























e more quickly to- 
tion of horizontal inter- 
arkets followed shortly in 
iSof 1986. — ^ 

is ^the present. Lord 
“wrote, consists essen- 
icilitating the movement of 
‘om point A, where it is, to 
where it is needed. Perhaps the 
st surprising thing about the return 
money markets to China is how an 
omy of this size and complexity 
ever have managed without it. 
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hings are going so well for the South 
Korean economy that some of the 
'ountry's more Confucian-minded tech- 
jocrats have taken to sermonising on 










lifestyles." Although the average 
| in the street may not be im- 
ately affected by the current pros- 
y and tempted to go on a spending 








bout target-breaking results — the 
coming with the publication of na- 
accounts for the third quarter, 
g which gross national product 
t an impressive 14.1% — the 
terly rate since 1979. Ac- 
official projections, this will 
year-end GNP growth figure 





























uelled by exports, which have 
faster than any other part of 
conomy. Riding on the benefits of 
igher yen, which has made them 
e competitive with Japanese goods 
hird markets, were electronics ex- 
s, which jumped 63% over the third 
arter of 1985 to total US$1.2 billion, 
d. textiles, which reached US$2.3 bil- 
n — a 29.1% gain-on last year's fig- 

. Steel exports gained 12%, to 
853 million, and vehicles, still rela- 
y low in- absolute terms, made a 


ence 


7% gain to reach US$353 million. 
‘he tremendous jump in vehicle 
-i$ almost entirely accounted for by 


he. US market, where they seem 
ely to outrun their a for the year 
00,000 units. by :10-20,000 units. 





rs plan to make their US debut; 
ich could. add to North American 
(Xtéctionist sentiment, a concern al- 
idy in the textile industry which is ex- 
sting newly tightened quotas in the. 
S. and Canada to result in slower 
growth next year. si 





_ ficient,” according to Michael Ipson, 
Chemical Bank's representative in Pe- 














€ need to curb over-confidence and | 
mptation in the direction of "luxuri- | 


; he is certainly reading and hear- | 


ndai Motor. Co.’s successful entry: 


year two more South Korean car-. 











ank ma at 


king. "Wher2as moving a block of funds 
within one system before might have 
taken four or five phone calls, now there 
is one place. " l 

At the macroeconomic level, money 
markets are emerging as the natural 
focus of the central bank’s efforts to 
control credit and money. supply indi- 
rectly, rather than through administra- 


tive fiat and direct funding to specialised. 


banks. | ! 
"With the improvement of commod- 
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Electronics producers, too, have had 
their share of worries on this count: the 
EEC imposed restrictions on imports of 
South Korezn microwave ovens and 
and video-tape recorders earlier this 
year, which i3 turn has led to decisions 
by two major South Korean firms to in- 
vest in production facilities in Britain 
and West Germany. 

The 13.575 growth in investment in 
the third qua-ter, and the large jump in 
this year as a whole, is primarily due to 
confidence in export-related sectors — 
for instance, zhe massive retooling pro- 
grammes in the vehicle industry. Con- 
struction of the country's second steel 
works on the southwest coast continues 
to account for much of the investment 
growth — which in percentage terms is 
greater than i: is in real terms because of 
the very low levels of investment re- 
corded in the year-earlier period. 

In a recert meeting with. business- 
men, Minister of Trade and Industry 
Rha Woong 3ae projected that South 
Korea will en:oy a trade surplus of US$4 
billion at the end of the year. This figure 
is far above zarlier targets, and is at- 
tributable both to the export boom and 
lower prices ‘or imported oil and raw 
materials. Thus far, the government 
seems intent on using the- windfall 
surplus-to pay off the country’s sizeable 





and they are ef- -cig 


75. Source: Bank of Korea. 
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on of finan- 
iarkets," PBoC's Liu told th 
E, “price indexation and market 
interest rates will become the major. 
bases for money-supply adjustments by 
the centralbank. —  — 

"With the extensive use of commer- 
cial paper the proportion of base-money 
expansion- and contraction through re- 
discounts will increase. As money-mar- 
kets are established and developed, 
open-market operations will be adopted 
step-by-step, and will occupy an impor- 
tant position in the regulating and con- 
trolling system of the central bank.” _ 

— Robert Delfs 
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external debts, with the effect already 
showing: the Ministry of Finance re- 
cently published figures show- | 
ing a drop of US$1.3 billior 
in total debts outstanding fron. 
the end of 1985, down to 
US$45.5 billion as of the end of 
October. Ce A 
+ Weighing heavily on the de- 
- cision to reduce foreign debtare - 
political considerations. Elec- 
tions are likely to be held some- 
time next year, and the rapid 
growth of debt since 1980, when 
the Chun Doo Hwan govern- 
: ment took power, was a favour- 
ite target of criticism in the last 
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elections. 


Rising surpluses in the trade 
and current accounts, an anomaly up to 
this year, have produced their share of 
confusion, driving up money-supply fig- 
ures beyond the expectations of the au- 
thorities, and causing particular worry 
in the conservative central bank, the 
Bank of Korea. The money glut of the 
first half appears to have reached its 
peak, however: M2 grew by 17.6% on 
an annualised basis in October com- - 
pared to the year's high of 19.2% regis- | 
tered the previous month. The bank has. 
been sponging up liquidity of late by is- — 
suing very large numbers of "stablisa- 
tion bonds" — which the country's 
banks are required to purchase at times | 
like these. m 

The growing surplus is glso doing 
something strange to the won: it is ap- 
preciating for the first time, recently 
quoted: at Won. 867:US$1, compared 
to Won 888.7:US$1 in: January. Most 
of the won's rise has come in the 
second half of the year, simultaneously 
with the large trade and current- 
account surpluses, and was stimulated 

_as well by the rebuff Seoul gave Wash- 

‘ington for suggesting a one-off cur- 
rency-value rise to stem US deficits with 
South Korea. The won is likely to con- 
tinue to slowly appreciate as long as the 
country's current accc gn 









account improves. 
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Waiting in Europe for a connecting flight? 
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SAS makes it a little more comfortable. 


There are many major business centers in Europe that 
you can't fly direct to from Asia. Hamburg, Milan, Glas- 
gow and Stuttgart to name just a few. And if that's where 
you're headed you'll need to make a connection. 

We can make that connection a little easier and a lot 
more comfortable. We call it our “Copenhagen Treat”. 

First get yourself to Bangkok. From there it's non- 
stop to Copenhagen. On arrival a limousine will whisk 
you away to the luxury Hotel Scandinavia. There you can 
slip into a hot bath or a sauna and relax over the break- 


fast of your choice. Then a limousine back to your on- 
ward flight. 
Refreshed, refuelled, ready for a working day. And 
being so nice to yourself won't cost you one cent extra! 
The principle behind today's SAS is simple. We're 
making it easier for people who travel on business. 


The Businessman's Airline 





SAS. BANGKOK 253 8333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 887218. SINGAPORE 225 1333. JAKARTA 584110. KUALA LUMPUR 2426044. 







- Changing the shap 


devising a completely integrated hub... 


and state-of-the-art design... with precision assured in every component... 





f bearing technology. 


ities 


wa 


required sophisticated computerised research. .. 





down to the micro world of our products. 








A key priority in the automotive industry 1s 
streamlining. Aerodynamic refinement seen through 
drag coefficient reductions averages at least 0.1 in the last 
five years. And weight losses more than 10%. Marked 
improvements have been recorded in fuel economy, power 
and reliability. And SKF has been helping manufacturers 
break radically new ground over the past decade. 

There are around 20 rolling bearings in a front 
wheel drive car, those in the wheels subjected to the most 
arduous conditions. Within this difficult area, SKF 
completely broke with convention - devising a single unit 
that combines bearings, hub, stub axle and suspension 
attachment functions. 

The result is a unit that replaces more than 10 
components and that does more than just allow designers 
weight savings of as much as 5% per wheel. It also permits 
a shorter drive joint shaft to be used. and improves safety 
and reliability. 

And SKF is devising many more sophisticated 
solutions — units, for instance, that solve the conflicting 
requirements of strength and reduced weight. In all ways, 
we're changing the shape of bearing technology. 





Down to the micro-world of the bearing 


Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10.000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal-working precision 
are required — and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life - and 
reliability- can be prolonged nigh on indefinitely. 

75 vears of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

At SKF, our contribution to the automotive 
industry will continue to evolve. 


SKE Theexact bearing. 
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~ fy you want to get an dile ective appraisa bo: 
2 of ITT5 cti 12" digital phone exchanges, its 
a good idea to turn to the experts. 
For example, listen to the Belgianand 
West German PTT's who've had first-hand © 
2 xf perience with System 12. “a 
: In Belgium, it’s three years since the fi Si E 
|" g yétem 12 went into operation. And today, tl ere 
.. are 35 local toll exchanges in everyday service. - 
i Belgiums5 response? “The RTT wants to- 
~ meet the challenges ahead and is confident Pe 
... System 12 can contribute substantially to ack leve | 
E this goal" * 
The Deutsche Bundespost concurs: 
“Since 1985, all exchange versions of System D-— 
i local, toll, international toll and Service 130— ze 
care being delivered with a continuous increase in 
i me. The exchanges are working fully 
satisfactorily di 
»  . . Todate, over 200 System 12 exchanges | di 
"iu -—- been put into service in thirteen cour trie ies 
worldwide. B 
9 And every working day, we hand over 
oe still another exchange. 
s Which is an international success by 
anybodys standards. 





























© 1986 ITT Europe, 480 Avenue Louise, B-1050 Brussels, Belgium. dibus 
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PASSIVATION. 
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"PHILLIPS KNOW- HOW 
Li M a tee 


Now you can turn heavy oil 
into more profits when you 
license the Phillips Metals 
Passivation Process — the 
economica! way to awaken 
new opportunities for in- 
creased gasoline production. 


Metals Pass vation is a major 
breakthrovgh in catalytic 
cracking, alowing lower 
quality feedstocks to be 
processed into more prof- 
itable procucts. 


With it, ycu license the 
Phillips Performance Package. 


TELEX: IT 14994031; TRT 140338 PHILNET; MCI 6710989 PHILNET. 









A complete service and tech- 
nology package designed to 
provide the know-how to 
meet your needs — now 
and in the future. 


For more information, contact: 


Phillips Petroleum Company 


lechnology Licensing 


Patent and Library Building 
Bartlesville, OK U.S.A. 74004 


Telephone: 918-661-0619 


LICENSE 


PHILLIPS 


PACKAGE” 


PERFORMANCE 
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^ .. I've changed the fuse 
and it's working again” 





e High-technology service companies fix € SERVICE 800 makes toll-tree dialling avail- 

















most customer problems over the phone. able to your customers wherever they are. 
That is why they offer toll-free dialling for ^ € And it saves you sending a field service 
atter-sales services. engineer to fix a fuse. 

Name: Position: . 

Company: Type of business: PONE HM: i 

Address: : ee | 








Tel.: Telex: 
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/ | ERVICE 800 The first and only, world-wide, toll-free, telephone service. i 
For more information, please return this coupon to our Worldwide Headquoters: 


SERVICE 800 SA, Rue de la Moráche 14, 1260 NYON (Switzerland), Tel.: + 41 22/6312 35, Telex: 419 906 grp ch 


Exclusivity 


Sought after by many, acquired by only the few. 
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€ MANY businessmen are more at 
home in the art of winning friends and 
influencing people in government to 
write. regulations that favour them, 
than competing in totally free markets. 
o it was no surprise at all when the 
Hongkong Government, which has an 
interesting record in handing out 
favours to the thankfully small num- 
ber of industries in which it involves it- 
f announced future broadcasting po- 














“It threw out most of the recommen- 
dations of an independent Broadcast 
iew Board replacing them with pro- 
which brought joy to the hearts of 
existing TV franchise holders, 
Hongkong Television Broadcasts 
HKTVB) and Asia Television (ATV), 
anou ing their franchises would be 
y dom. 1988; no ad- 
































n ntofprime time 
vould have: to be surrendered to the 
government's own station; plus they 
would be dul to continue non- 












ave been promulgated — the way 
1ings are going, freedom to smoke will 
e the only right categorically protected 

Basic Law). 

ares in TVB (profits this year are 
ipped to top HK$300 million, or 
US$38.5. million). leapt following the 
news, which also may give some modest 
attraction to F 












ver: ion, youl give it 37. 5% of 
fter years of losses, ATV is now 
[ ig in a small profit. But as impor- 
tant, the government decision is likely 
to hasten restructuring of ownership of 
















| dominated by movie mogul Sir Run Run 

| v. Despite his current preoccupa- 

h bids for the South China Morn- 

and Herald Weekly Times, Ru- 
rdoch remainsthe manto watch. 
MEANWHILE, down in Murdoch's 

ormer homeland, Australia, there is 

ty of lip-licking over prospects of a 





edia ownership controls. Since 

| nception, the Australian commer- 

^T cial TV industry operated under the rule 
|. thatno one may own more than two sta- 

- tions, wherever they were. 

Two of the big four media groups 

1 which gained the Sydney-Melbourne 







¿dated Press and Murdoch's News Corp. 
he Fairfax group gained stations in 


which time Hongkong! s Basic Law will . 


East Holdings, the - 
ine into which. part of : 
icked via a HK$150 | 


‘| the. HKTVB/Shaw. Brothers empire: 


ake-up of TV ownership following a. 


"optimum were Kerry Packer's Consoli- 


— 


ing the perfect airwave 


Sydney and Brisbane, forming a net- 
work with the Herald and Weekly 
Times (HWT) group stations in Mel- 
bourne: and Adelaide. Alan Bond, 
Robert. Holmes à Court, and Christ- 
opher Skase have made do with sta- 
tions in the smaller cities. With ap- 
proval of new licences given grudgingly, 
it has been a cosy sector. The regionals 
have turned in consistently the best re- 


-turn on investment of any sharemarket 
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sector. Yawns from their captive audi- 
ence could overcome the patronage 
B by donations to the campaign 

nds of local politicians, who would 
then resolutely defend the “local 
voice.’ 

The 1985 launch of the domestic 
satellite system, operated on commer- 


-cial lines by the state-owned corpora- 


tion Aussat, shook all: this up. The 
politicking since has kept Shroff en- 
thralled — not least by the unlikely 
“friendship” felt by Hawke for Packer, 
whose father was influential in keep- 
ing the ALP out of office for 20 years, 
"i for Murdoch, who helped drive 

ugh Whitlam out of politics in 1975. 

e new policy could hardly be tail- 
ored better for Packer and Murdoch. 
An entity may own any number of TV 


stations, up to a maximum coverage of . 


75% of the population. However, ac- 
quisition of a TV station is barred for 
owners of a newspaper with 50% of its 
circulation in the same area (existing 
holdings excepted). 

As Packer has chiefly national- 
based magazines in his press. stable, 
he is thus free to expand his Nine Net- 
work in any direction up.to the 75% 


limit. Murdoch would have to dispose of. 


smallish newspapers in Brisbane and 


Adelaide, but otherwise is in the same - 
position. Fairfax, with newspapers in 
Sydney, Melbourne, Canberra, New- 


castle and Wollongong, is hamstrung i in 
the densely populated southeastern 
corner of Australia, as (perhaps to a 
lesser extent) is HWT with papers in 
Brisbane, Melbourne, Adelaide and 
Perth. 


While Hawke and Packer share a 


common “ocker” approach to national- 
istic sport, the explanation usuallv given 
lies deeper in the “Irish Catholic" milieu 


of Sydney ALP circles, Hawke's power- 


base. Friends are rewarded with fav- 
ours; enemies have them withdrawn. In 
Fairfax's case, its newspapers have 


repeatedly got up the ALP's nose by 


boring away at Sydney's corruption 
scandals. 

. The policy has given a life to media 
stocks opened wider for takeover. The 
HWT, alread under siege by Ron 
Brierley and Holmes à Court and now 
Murdoch, is the biggest prize but re- 
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US citizenship — and policy r 


of next year. $ ; 

€ ON the matter of private/public 
‘terface, the news that Cheung ‘Kon 
| Hongkong Electric and Hutc 


Chinese side. But this simply. le 


-cialist Drexel Burnham 
monthly newsletter has barely a goo 


gionals are in hot demand — d pri 
earning multiples widely tipped to rea 
around 30. 

Murdoch has one big problem: 
buy his US interests he-had to ta 
















“control” of TV licences to be in l 
hands. Murdoch has been tryi 
the ABT accept that control c 
separated out of owen th oi 
trust. | 

If ABT rejects the argument, 
could go to court. And if all else 
could perhaps lobby for a legi la 
change. Hawke may have a forgr 
press, on the Packer and Murdoch si 
at least, in elections due around the ei 















Whampoa are to take 40% equ 
power-station venture in Chi 
Jiangsu province eventually costi 
HK$10 billion, has received little at 

tion. That presumably is because th 
equity portion will be small and t 
debts will all be the responsibility of th 
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Shroff wondering why China 
deals where — as with Hopew 
power station in Shenzhen — capita 
get equity without. DE to take re 
sponsibility for the debt. 


Effective exchar e — 
..13980-82 = 100 
 » Taiwan 90 2 
— » South Korea 70.4 
Hongkong 93.8 
» Singapore 78.9 


Source: Morgan Guaranty. 
















è WALL Street has quickly o overe 
the Boesky shock to takeover-stoc 
junk bonds. But words of foreboding 
Asia are loudest from june 

Their la 








word for any regional markets, and 
especially scathing about prospect fo 
Australia and recommends “aggressiv 
selling." Tokyo and Hongkong are 
seriously overbought, it suggests. A 
good buy, Drexel singles out South Ko 
rean Government bonds with a. 
yield — despite low inflation and 
the prospect of further appreciation 
the won. Shroff agrees. Only one prot 
lem. Non-residents cannot buy them 
Back to junk. Indeed, if the US wan 
evidence of how undervalued th 
Taiwan and South Korean currenci 
are, just look at the premiums be 
paid to buy any asset in those clos 
guarded currencies, the effective 
change rates of which have been dec 
ing ig despite massive e terms-of- ade 


































































By Anthony Rowley in Hongkong 

"he Hongkong stockmarket has been 
-rife for some time with rumours of a 
major deal involving Jardine Matheson 
Holdings (JMH) and its Siamese-twin 
sister company, Hongkong Land. When 
that deal finally came, on 27 November, 
it did not take the form of a takeover bid 
for one or the other (or both) of the two 
hongs," as had been widely expected. 

- Instead it consisted of a remarkable 
‘ries of manoeuvres by JMH, Land 
d other companies in the group which 
uld ata stroke, enhance their mar- 
alue and reduce their vulnerability 
hostile takeover bid. The moves 
erve virtually *o dismantle the 
shareholding structure between 
wo companies, in place since 1980. 
hese mutual holdings were also de- 
gned as a defensive strategy but in- 
stead weighed both companies down 
ad technically bankrupted Jardine at 
ne stage. 

AS a result of the cross-holding struc- 
re, which the two hongs resorted to 
der former joint “taipan” David 
wbigging in order to ward off a sup- 
sed takeover threat from Hongkong 
perty magnate Li Ka-shing, Land at 
one point held 43% of Jardine and Jar- 
ne in turn held around 40% of Land. 
he heavy cost of acquiring these 
kes, allied with a downturn in both 
ympanies’ commercial fortunes (espe- 
ally Land's) several years later led to a 
arch for ways which the two com- 
Danies could rid themselves of a joint al- 
ross. - Zu" ; 

. When Land subsequently placed 
o of Jardine's equity (REVIEW, 15 
. 84), it meant that any buyer of 
id would no longer have automatic 
ntrol of Jardine, but Jardine itself 
en after its stake in Land was re- 
d to 2676) remained a way for any 
dator to get into Land. Land is the 
re sought-after prize of the two now- 
» having staged a dramatic re- 
om near bankruptcy over the 
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leave Land owning no direct stake in 
ardine and Jardine owning only 11% of 
nd directly. The biggest indivi- 
ual shareholder in both companies will 

a newly created company, Jardine 
rategic Holdings (JSH), listed on the 
ongkong Stock Exchange (in addition 
ardine Matheson and Land), while 
listing of another company, Jardine 
curities (in which JMH owns 49%) 
I disappear. JSH will be incorporated 
Bermuda. JMH (also Bermuda- 
sed) will have a 49% stake, with the 








Jardine Matheson schemes to keep out predators 


public ownir g the other 51%. Jardine is 
confident, however, that this minority 
stake could quickly be converted to a 
majority ho-ding if the need arose to 
ward off any hostile bid. 

At the same time as shedding its 
stake in Jarcine, which could be attrac- 
tive to an outside party, Land (now the 
only major company in the group not in- 
corporated in Bermuda) is to spin off 
its Mandarn Oriental Hotels sub- 
sidiary, either wholly or partly via a 
rights issue to existing shareholders. 
This follows the pattern set when Land 
recently spun off another operating sub- 


sidiary, the Dairy Farm group, to share- 


holders by way of a rights issue. 


By mean: of this double hive-off (tri- 


ple if the Land stake in Jardine is in- 





| por: ed private com- 
pany called gkong. Investors Ltd 
(HKIL), pending shareholder agree- 


ment and court consent to the mergers 
and transactions involved, this danger 
has been warded off — or so the ar- 
chitects of the scheme hope. 

The architects appear to be Henry 
Keswick, British-domiciled brother of 
the current Jardine-Land taipan Simon 
Keswick, and Rodney Leach, a Jardine 
main-board director in London. The 
third man. making up the triumvirate of 
plotters is Brian Powers, another Jar- 
dine main-board director based in 
Hongkong. Now that the entire scheme 
involving the dissection of Hongkong 
Land has emerged, the recent defection 
of the company's chief executive, David 
Davies, who worked for several years to 
put Land as a whole back on its feet 
(only to see it fragmented now) comes 


more clearly into perspective. 


The Keswick family, which controls 
maybe no more than 8956. or so of Jar- 
dine, but which exercises disproportion 
ately larger influence in both Jardine 
and Land — apparently by way of its. 


din 


cluded) the Jardine-Land camp are con- | City of London connection and links 
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tegy which cutside bidders would have 
adopted — acquiring Land at market 
value and then breaking it up into parts 
whose sum would be greater than the 
present whole. All this leaves Land as a 
"pure" prop2rty company which could 
still be sold off at the. right price but 
whose hidden value has already been 
realised. 2m 

The strategy for getting to this point 
is of Byzant ne complexity — deliber- 
ately so because Jardine-Land wanted 
to avoid any outside party (which might 
just as easily be shipping/property mag- 
nate Sir Yue-kong Pao as Li Ka-shing) 
seizing the iritiative and bidding for the 
whole or parts of Jardine-Land before 
the exercise is complete. By vesting 
many of the assets being swapped tem- 


A i mma yr mia iH eI NR ne rrr a Br 








with other shareholders — 
does not share Davies' appa- 
rent reservations on this 
score. Through the decision | 
to shift the incorporation of 
Jardine Matheson from 
Hongkong to Bermuda (at 
the height of the Sino-British 
| negotiations on the future of 
^ Hongkong) and even by the 
. moves now to divorce Land 
from Jardine (though not vice 
versa), they have given a 
| strong signal that they wish to 
be free of any binding long- 
term links with Hongkong. 


T Hongkong stockmar- 
ket does not appear to be 
unduly worried either about. 
| the impact on Land of the reg 
| cent moves. The shares o 
both Land and Jardine have 
performed strongly of late — 


| xi REVIEWDUGRAMSDy Aneyterg in Land's case a good deal 
fident they have pre-empted the stra- | more strongly than the market as a 


whole. When trading in the Dairy Farm 
shares began on the market on 3 De- 
cember they opened at HK$4.90 (63 US 
cents) a sharé, against thg 88 cents 
which Land shareholders had paid for 
them under the spin-off rights issue. 
They later settled. back to around 
HK$4.50. But this still meant that Land 
was trading at an effective price of 
HK$8.40 per share compared to the 
price of HK$5.60 a share when the 
Dairy Farm deal was announced. The 
local Hang Seng Index has risen sharp- 
ly since then, buts nowhere near 
as much as Land’s price has in ef- 

The package will, at the end of the 
day, leave JSH as the largest individual 
shareholder in’ Jardine Matheson 


i 
| 
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kong La as 

n malon Holdings or DFIH 
(2796) and Mandarin Oriental Hotel 
Group or MOHG (35%). JSH will have 
assets totalling HK$5.5 billion and, ac- 
cording to Simon Keswick, will be a 
"powerful company with ‘ample re- 
sources to make further acquisitions or 
investments if the opportunity arises.’ 
The reason why Jardine Matheson. is 
stopping just short of a majority stake in 
the new strategic holding company is, 
according to Powers, because it wants to 
| avoid having to classify its various 
| strategic stakes as "treasury" stocks 
. which would have the effect of reducing 
Shareholders funds. 

. This, though, has a slightly cosmetic 
di to it; as does the suggestion from 
„within the Jardine camp that a prime 
reason for the entire reshuffle is to avoid 
. the “accountiag difficulties” which arise 
_ from having operating assets and securi- 
. ties holdings scattered around various 

ompanies of the Hongkong Land 

t seems more likely that JMH 

e in a position to exercise con- 

vt raving: a majority on paper, 
asthe Keswicks do in Jardine itself. 

.| The reason in turn why JSH will be 

T incorporated in Bermuda is, areola 




























 vestment holding company of which 


 HKIL has received (among other as- 





JMH owns 4996 and the public 31%) 
comes in. 
In exchange fer its..own shares, 


sets) a 12.5% stake in Jardine Matheson 
from Hongkong Land, a 6.5% stake in 
Land from both Jardine Matheson and 
Jardine Securities, and an 8% stake in 
Dairy Farm from JMH. It also holds op- 
tions to acquire stakes in Mandarin 
Hotels and Dairy Farm. Under a legal 
Scheme of Arrangement, HKIL will 
then go on to acquire the whole of Jar- 
dine Securities at net asset value. Once 
the necessary approvals have been ob- 
tained — probably several months into 
next vear — HKIL will metamorphose 
itself into JSH. (The Jardine Securities 
Scheme of Arrangement is expected to 
be completed by the end of January and 
the necessary shareholders’ oe 
will be held next April.) 


F lowing the creation of JSH and its 
acquisition of 35% of Mandarin 
Oriental from Hongkong Land, Land 
will de-merge its- shareholding of 
around 33% in JSH and its remaining 
65% of Mandarin Oriental. These hold- 
ings, expected to have an underlying net 





T unike- e governing "Hongkong: 
based nvestment- companies, permit 
companies to re-purchase their own 

hares. This presumably is another po- 
‘ntial defensive ploy in the overall Jar- 
e-Land strategy. The possibility of 

Hongkong introducing a withholding 

tax on dividends some time in the fu- 

ture (whereas Bermuda has given. the 

‘Hongkong group a 21-year guarantee 

against such a tax being introduced 

there) is another factor it seems. But as 

Ste E pee itself remains incorpo- 

. rated in Hongkong, the idea that a Ber- 
muda-incorporation would help in any 
“doomsday scenario" where Land's 

.| properties might be expropriated does 

| | not appear to have been a major consid- 

.].eration. 

. < The route leading to the formation of 

JSH is circuitous. As Simon Keswick re- 

marked, the group sees clearly where it 

wants to go but getting there is the com- 








. company with assets of around HK$3 
billion and owned by Hongkong Land, 
Jardine Matheson and Jardine Securi- 
ties (an existing, Hongkong-listed in- 


plicated part. This is where HKIL — a: 


worth of around HK$3.25 billion at adie 


rent values, will be offered to Hongkong 


Land shareholders by way of rights, for 
around HK$1 billion. (A portion of 
Mandarin Oriental shares may be sold 
at full price by way of an underwritten 
international offering, however.) 
According to a statement issued on 
27 November by Jardine, “in order to 
ensure that the shares of Jardine 
Strategic Holdings are widely held, 
Hongkong Land has agreed that if it has 
not transferred its holdings of [JSH] 
shares to its shareholders by August 31 
1987 it will either publicly place them 
or allow JSH to purchase them. In the 
event of a change of control in any of the 
three shareholders prior to the listing of 
HKIL [which will be then have become 
JSH] there are arrangements to enable 
the other parties to purchase the in- 
terests of that shareholder in HKIL.” 
The statement also noted that, 


“Hongkong Land shareholders will con- 


tinue to own one of the leading property 
companies in the world." They will also 
own a "substantial part of Mandarin 


Oriental [the assets of which comprise. 


the: Mandarin and Excelsior hotels in 


| Hongkor 
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equity ł | e 
the group] plus "439 of 
“rationalisation” of Bonbons Lan 
assets willthen be complete. — 
Hongkong Land's debt will be 
duced by around HK$1.1 billion asa r 
sult of the latest proposals, leavin 
with debts of around HK$5.75 billion 
against shareholders' funds of around 
HK$14.5 billion. This is before allowii 
for the usual year-end revaluation o 
Land's properties, expected to amo 
this year to HK$1-1.5 billion, accordi 
to outside sources. The Jardine. : 
feels that Land will thus beco 
“under-geared” if anything, rath 
greatly over-geared as it was befo 
Davies stepped in and turned the coi 
pany aroun x 
This, it is suggested, will | leave La 
in a strong position to borrow a 
capitalise on any future opportun: 
for property deyelopment | in Ho 
kong. Development properties accou 
for only about 15% of Land's portfol 
at present, but the group is said ‘to be 
looking at a couple of major C 
District sites and is likely to unc 
the redevelopment of the Bank o: 
ton site and a neighbouring propert 
Ice House Street before long. La 
earnings (HK$700 million in 1986) wil 
be reduced by a net HK$130 mil 
lion in 1987 by the Mandarin de 
merger. | 
Jardine Matheson shareholders < a 
left with an altered package at the end 
the day. Instead of having an ii t 
49% of Jardine Securities. they 1a 
stake of identical size in JSH. And th 
holding of their company in Hongko 
Land and in Dairy Farm is reduced fror 
26% to 11% and from 26% to 9% re 
spectively. JSH, however, is a com 
which will have investments of HK 
billion at the end of the day, and share 
holders, funds of HK$5.6 billion. J 
dine Securities, on the other hand, ha 
investments and shareholders' fund 
only about half this size — HK$3 billi 
and HK$2.9 billion respectively. 
One interesting point about the di 
is that, while Jardine Matheson Ho 
ings’ direct stake in Land goes down 
11%, the stake which it and JSH 
jointly in Land remains at 26%. T 
magic of this figure appears to hav 
something to do with the provision ii 
Land’s articles of association which sa 
that any change in the chairmanship 
permanent managing directorsh 
Land and Jardine needs approval by 
least 75% of those voting at a T 
meeting of Land shareholders. 
E the Jardine camp stake in Lan 
26% thus means that any outsid 
buo would not automatically be ablet 
nominate a new taipan of its own choo: 
ing. In reality, however, the Jardin 
camp recognises that any party whic 
got control of 74% of Land would be in 
a powerful position to make its influ- 
ence felt, eyes taipan or no. | 
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By Nick Seaward in Kuala Lumpur. 


he Malaysian o 
Hongkong and Shanghai Banking 
Corp. has reassigned its two most senior 
foreign-exchange and money-market 


dealers after zhe bank was found guilty - 
of breaching trading guidelines set by - 


Bank Negara (BN, the central bank). 
As a further punishment, Hongkong 
Bank is now expected to have to pay 
higher rates than usual for BN funds on 
the local money market. This is in keep- 
ing with the practice adopted by the cen- 
tral bank in similar cases in the past. 

The guideine breaches were rela- 
tively minor n nature: after a three- 
week investigation by a team of BN in- 
spectors ending in October, it was found 
that the manager of treasury develop- 
ment, Tan Kcay Lye, had failed to re- 
port three transactions to BN on 18 
August. 

|: However, :he wider implications of 
the affair are more serious, as members 
of his own staff have accused Tan of 
concealing these transactions to hide 
evidence that Jongkong Bank was bor- 
rowing Malaysian dollars at preferential 
rates from BN in order to make money 
on currency swaps with offshore banks. 
More serious still, these swaps are sus- 
pected of having been used by the 
Offshore banks to speculate against the 
Malaysian dollar. 

Sources in BN have confirmed the 
concealment of the 18 August transac- 
tions but told the REVIEW that the in- 
spectors had uncovered "no real evi- 
dence" that Hongkong Bank had been 
using BN funds for its swap operations. 
The Hongkong Bank specifically denies 
this ever occu-red. If such allegations 
were ever proved, it would be very seri- 
ous for the ban«, as it has only just reco- 
vered from an earlier foreign-exchange 
controversy wken it was investigated by 
BN over an alleged attempt to speculate 
against the Malaysian dollar during the 

ari Raya Ha i public holiday in Au- 
gust. 

On that occasion, a telex from the 
bank's head office to its Kota Kinabalu 
branch was intercepted and passed on to 
BN, revealing instructions to all 
branches to close open positions in the 
Malaysian dollar as a devaluation was 
expected over the weekend. Hongkong 
Bank's London office then sold M$100 
million (US$3&.4 million) and several 
other foreign banks followed suit, forc- 
ing BN's foreign-exchange department 
to open on the public holiday and buy 
the. Malaysian collar to stabilise the ex- 
change rate. an 

.A few days later, a “big foreign- 
owned bank” was accused by Prime 


ration of. the- 





Exchange of face — 


Hongkong Bank reshuffles staff in Malaysia 


Minister Datuk Seri Mahathir 
Mohamad of having “tried to under- 
mine the ringgit.” Mahathir went on to 
accuse the unnamed bank of having 
tried “to make a fast buck at the expense 
of a country trying to recover from an 
economic blight.” ro^ a 
Although both sides are stating offi- 
cially that both that incident and the 


more recent one are now considered 
closed, the reverberations are still being 


heard throughout banking circles in 
Kuala Lumpur. Not only # Hongkong 
Bank one of the oldest and most estab- 
lished banks in Malaysia, but Tan him- 


self is the most respected dealer in the. 
country. Tan had been lured away from: 


Citibank's Kuala Lumpur office earlier 


this year to become treasury develop- 
ment manager for Hongkong Bank in 


Hongkong, and was seconded to Malay- 


sia — reportedly until April 1987 — 
to put some life into its foreign-ex-- 


change and money-market department 
here. i 


"he premature termination of the . 


secondment and Tan's reassignment 
next month to group finances at the 
bank's head office in Hongkong has 
proved to be a face-saving compromise. 
However, it is also understood that the 
reassignment of the assistant manager 


of foreign exchange, Lim Kar Hin, is | 
not upon the instigation of BN as its in-. 


spectors found nothing to implicate 
him. Lim is being transferred this 
month to a new position in marketing as 
product manager (trade-related ser- 
vices). | 


Malaysia are a reflection also of con- 


 tinuing staff disharmony. In a meeting _ 
on 4 November, chief executive officer 
Richard Orgill called in Lim for ques- 


tioning concerning the distribution of 
various memoranda which he claimed 
undermined Tan's position. Copies of 
internal bank documents on the bank's 
foreign-exchange operations Bad appa- 
rently been sent to BN, starting the in- 
quiry. Furthermore, there have been al- 
legations, Eden emanating from 
within the Hongkong Bank, that the 
guideline breaches were more signifi- 
cant than the BN investigation estab- 
lished. 57:7 ^. € 

Tan said thatclerical mistakes are in- 
evitable when a bank is concluding up- 
wards of 200 contracts a day. The bank's 


reply to the allegations is that "the alle- 
es have been 







gations of reporting | 
thoroughly investiga e 


authorities and 












The problems at Hongkong Bank á 
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By Rod Nutt in Vancouver 


weak property market have forced 
one of western Canada’s last remaining 
gional banks into the hands of the 
Hongkong and Shanghai Banking 
rp. at-an apparent bargain price of 
-$63.5 million (US$45.9 million). The 
ongkong Bank of Canada, which has 
| et C$720 million and is a wholly 


, has agreed to acquire most of the 
J billioni in assets o the ailing Bank 


ut ded 20 years ago amid concerns 
at o0 many financial decisions affect- 


But as western Canada's booming 
nomy became mired in recession in 
e early 19805, financial problems dog- 
d the regional banks. In September 
5. two small Alberta banks — 
Wand Bank and Canadian Com- 
] Bank — folded and earlier this 
Lloyds Bank of Canada took over 
e Co nental Bank of Canada. 
BC had been forced to borrow an 
stimated C$500 million from the Bank 
anada (the central bank) in recent 
months to offset declining deposits as 
omers shied away in the wake of the 
erta failures. In April, it closed 19 
anches outside British Columbia (BC) 
focus its efforts on its home market. 





~M$116.1m 
(US$44.6m) 
















E v8 2b 
(US$74.4m) 


‘lumping commodity prices and a 


subsidiary of the Hongkong 
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| ¥90.4b + 141 ¥1,979b ¥25 
US. 7m) (US$12. 2b) ( D 
A$1.3b +80 
(US$845.3m) (n. E 
143. 5 ¥793.3b 
(US$4.9b) 


Y 2,636b 2,500 
zii Mii. 


~219 ¥526b -14.5 nil 
(US$5. 1b} 


: Mar Bank i buys ít iis way i into the Canadian big league - 


The bank first ran into trouble two 


years ago forcing then chairman Edgar | 
Kaiser Jr to sell C$100 million worth of - 


bad loans and raise C$100 million in 


new capital through a private and public | 


share issue. But it has been a badly kept 
secret for months that the bank was 
shopping around for a merger partner. 


It held talks with the Toronto) 


Dominion Bank, one of Canada’s “Big 
Five" eastern banks, but it was a 


small credit union — Vancouver City - 


Savings Credit Union — which made 
e first bid. However, the pro-business 

P rhe uie government vetoed the 
bid rom the credit union and actively 
pushed for zn offshore bank to move in. 


d t deemed the Hongkong Bank the ideal 
suitor. Not only would it prevent. 


one of the ' Big Five" from taking over 
the bank, closing branches and ob- 
literating th: BoBC name, it would also 
fit perfectly with the provincial govern- 
ment's dream of turning Vancouver into 
an international banking centre. More- 
over, Li Ka-shing, Hongkong property 
tycoon and deputy chairman of the 
Hongkong Bank, has substantial prop- 
erty interests in BC and has been linked 
with a possible takeover of Calgary- 
based Husky Oil (REVIEW, 27 Nov.). 
For the Hongkong Bank, the deal 
enlarges its Canadian network from its 
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The strong appreciation. of the yen against the dollar was | 
blamed for the sharp fall in profits. 


Profits surge due in partto oe fall. 


Appears well on the way to meeting A$300m profit target: 
for full year. US divisions accounted for 60% of trading profit. 


Forecast for year to Mar, 1987 is net ¥55b vs. ¥49.1b on 
Y 1,600b in revenue vs ¥ 1,584b. 


Net at year-end forecast at ¥ 179b. (5140. 69. Company is |: 
in the process of floating its shares on eight Japanese D 
stockmarkets. 


Loss follows MSE Bm. Toss: in calendar 1984. Loss 
attributed to support for government attempt to corner tin 
market, as well as bad loans carried over from previous | 


Sales hurt by yen's sharp climb. 


Sales of ¥490b expected during second half, down due to | 
strengthened yen and os business slowdown i in main fs 
markets. c 





aaa: ,561b Company expects 46% drop in r 
Ell 6b): (Y4) Y 32b. Appreciated yen bla med for 


in the liquidatior 

rta banks) and vaults it from 

15th place to third. among Canada's 57 
foreign-owned banks: 

The federal government, which 
reeled under harsh criticism during the 
two Alberta bank failures, was quickly 
won over by BC. It rushed special legis- 
lation through parliament in the last 
week of November and. agreed to set 
aside C$200 million from the Canadian 
Deposit Insurance Corp. (CDIC) to 
cover losses from the loans being taken 
over. | 

Federal Minister of State for Finance 
Tom Hockin maintained the takeover 
by the Hongkong Bank was necessary 
for BoBC's survival. Without the infu- 
sion of CDIC funds, the bank would 
have been forced to liquidate, he added. 

For its part, the ongkong Bank of 








Canada will pay C$63.5 million for most 








of the assets of BoBC. It has also ag 
to maintain the bank’s name for at le: 
two years and not close any of its 
branches in BC. The old shell of BoBC 
will retain certain assets and net pro-. 
ceeds from these will be distributed to 
shareholders. 

When the dust settles, the bank's 


» 


| shareholders are expected to get as little 


as C$1 a share. The shares traded as 
high as C$25 in 1982 and were priced at 
C$6 in late 1984 when Kaiser took over 
as chairman and raised new capital. But 
they fell to a low of C$2.40 this year be- 
fore rallying to C$3.60 when rumours of 


a pending. takeover forced Canadian 
stock exchanges to halt trading of the 
stock. n 
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Consolidation boom 


The New Zealand stockmarket thrives on merger bids 


By Nevil Gibson in Wellington 


A series of huge takeover and merger 
proposals pushed the New Zealand 
sharemarket to record levels in 
November, and observers see little 
chance of any slide before the end of the 
year. The leading indicator of shares, 
the Barclays Index, peaked at 3,912.93 
on 10 November and by 1 December 
had settled at 3,806.6. Eleven months 
earlier, on 20 January; the index was at 
its 1986 low of 1,854.53. It is the first 
time the index has more than doubled 
within a year. * 
Fletcher Challenge sparked the take- 
over binge when it made a full bid for its 
rgest rival in the forestry industry, NZ 
- C Products (NZFP). The bid was 
Stalled when a major shareholder, Wat- 
tie Industries, sold its 25% stake in 
NZFP to Rada Corp., an investment 
company 49%-controlled by NZFP; 
and Australia’s Amcor began some 






— courting of its own. A merger of Amcor 


and NZFP into a trans-Tasman forestry 
and packaging group seems the likely 
outcome. 

The next mighty merger was Good- 
man Fielder’s scrip bid for Wattie, 
promising the creation of Australasia’s 
largest food-processing company as a 
launching pad for international expan- 
sion. A Goodman Fielder/Wattie com- 
bination would control assets of NZ$3.4 
billion (US$1.7 billion) and dominate 
bread baking, flour milling, margarine 
and vegetable oils, and consumer food 
items on both sides of the Tasman. 

New Zealand’s major takeover ex- 
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ponent, Brierley Investments, emerged 
as a key player in the third merger pro- 
posal when it obtained consent to buy 
10076 of Magnum Corp., the former 
Rothmans Industries which is concen- 
trating on liquor and grocery businesses 
after selling its tobacco interests to 
Rothmans of Australia. Magnum is bid- 
ding for control of Dominion Brew- 
eries, itself 51% owned by Brierley, to 
create an integrated brewing and liquor 
merchandising company which would 
more than rival Lion Corp., the coun- 
try's largest brewer and hotel owner. 

In a separate move to divest its brew- 
ing and liquor interests from tourist ac- 


v 


AUN 


as 
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commodations, Dominion is also form- — 
ing a new company with Brierley and 


Kupe Investments (another aggressive 
growth company) to expand the Quality 
Innschain. - ! 
All these corporate manoeuvrings 
have fuelled investor confidence at a 
time when other economic indicators 


show New Zealand's path to economic - S 


recovery will not be easy. Remarks by 
Prime Minister David Lange that there 
would be fluctuations and volatility as 


restructuring took place had an im- | 


mediate effect on financial markets, 
sending the New Zealand dollar to 
below the 50 US cents level while in- 
terest rates climbed to their highest 
level in six months. 


But the short-term pessimism had no | | 


impact on the sharemarket, which is 


buoyed by longer-term confidence in — ! b 
the Labour government's deregulatory | 


policies, tight monetary control, and the 
gains made over tite past year. 


The high premium attached by in- 


vestors to expansionist companies like 
Brierley, Chase- Corp., Equiticorp 
Holdings and Kupe has prompted a 
flurry of imitative property and invest- 


ment floats. These have raised hun- |. 


dreds of millions of dollars from institu- 
tional and private investors, while ac- 
celerating moves offshore by dozens 
of New  Zealand-based companies 
through vehicles listed in Hongkong, 
Britain, the US and Australia. In addi- 
tion, Asian interests have tapped the 
New Zealand market for funds, notably 
Sally Aw's Sing Tao group. (S ES 

Despite the sharemarket's dizzy 
heights, and warnings from politicians 
and academics that a crash could occur, 
brokers and market observers remain 
confident that while 1987 could see a 
flattening in activity, the fortunes of the 
past year will not disappear under a 
weight of speculative paper. 
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A su rge in confidence 


\CTIVITY jumped i in Asia’s main exchanges with Hongkong hitting a new peak . 
ind Tokyo returning to early-September levels. Singapore shares drifted, affected by 
he National Bank of Brunei closure, while Manila reacted gleefully to Philippine 
President Corazon Aquino’ S new show of strength. 


1ONC KONG: The Hang Seng Index hit a new 
peak on the final day of the period, rising to 
2,480.3 before closing at a record 2,452.15, up 
-108.56 points from the previous period’ s close. 
‘The same day saw turnover soar to HK$1.7 billion 
$218 million), bringing the daily average to 
HK$1.12 billion. The restructuring of the Jardines 
roup, announced on 27 Nov., drove the period- 
'nd boom; earlier in the period the kickers were 
he new listings of Dairy Farm and Cablewire. 


YO: Investors returned to the. market in 
+, pushing up vol@me to a daily average of 
66 million shares, and the Nikkei Stock Aver- 
to the 18 ,000-point level not reached 

e 12 Sept. The Nikkei Average closed at 
307.98 on 1 Dec., up 659.75 points from the 


'vious period's close. Analysts said new invest- 
ent funds were bought heavily. Most of the rise 


led by domestic-demand issues such as real es- 
ean utilities, though some air-transport stocks 
e: Precision instruments were lower. 


JA: Sharemarkets rebounded from ear- 
ie losses to post five consecutive gains, with the 
Ordinaries Index closing 20 points shy of the 


vious record, up 39.5 oe to 1,385.5, largely. 


e to a firming of the gold price. Volume was 585 

jon. shares worth A$900 million (US$585.2 

n). The. government’s media deregulation 

sent media stocks up, assisted by a market 

ing of News Corp. on an expected sharp up- 

n profits. The AH Industrials Index climbed 
points to 2198.8. 


ZEALAND: The weakness apparent at the 
f the previous period produced a quick drop 

s week's outset. The early price trend was up- 
but the undertone was soggy on rising in- 
ates and rumours of poor upcoming econo- 
ures. The rumours were mostly verified on 
when the prime minister referred to a wor- 
trade balance in October and an unfavour- 
ratin cof the country's credit standing 

in near future. Volume for the period 
iillion shares, valued at NZ$209.8 mil- 
$107.6 million), compared with 60.7 mil- 

s in the previous period. 


| LUMPUR: Continued nervousness by in- 
or Over events in Brunei dampened trading 
most. of the period. Light bargain-hunting at 
eginning and end of the period did little to 

It the general slide in share prices, and the lack 
porate activity contributed toa sharp drop in 
lume. Shares traded averaged 6.19 million a day 
n average value of M$7.75 million (US$3 
Ilion). Frasers Industrial Index fell steadily, los- 
bim -31 i on-the period to finish. at 


IRE: Trading continued to be affected 

he adverse reaction in neighbouring countries 
visit to Singapore of the Israeli president on 
Nov., and by the problems faced by Khoo 


n Brunei. Shares recoveredo on the first. ! 


sessien of the period, but then drifted lower on the 
lack of good news. Turnover was a light 15.15 mil- 


"lion contracts daily worth $$36.8 million (US$16.8 
3million). Fraser's Singapore Index ended the 


pericd up 76.83 points at 5,307.5. Singapore Land 
rose 12 $ cents to $$4.96 despite a gloomy annual 
report in which the stalled Gateway project was 
omit'ed from consolidated accounts. 


BOMBAY: Heavy unloading and lack of follow- 
up support sent blue chips reeling for the third 
consecutive period. The announcement of large 


credits from the Soviet Union for vital coal and.. | | cathe 
steel projects failed to stimulate the market, still || Gheustore 


under the influence of investors selling to raise 
cash for upcoming issues. The exchange index fell 
below the 500-point mark for the first time in re- 
cent months. | 


SEOUL: The index hit an all-time record of 
275.15 points, an increase of 9.14 over the previ- 
ous period. Volume fell by 1.5 million shares to 
26.7 million, and turnover was off a slight Won 57 
million (US$65 ,896) to Won 33.3 billion. Analysts 
ascribed the rise in prices to the widening of the 
external current account and the central bank's. 


 loosening of the reins on monetary growth. Insur- |- 
finance counters fared the best, while. | | 


ance an 
pharmaceuticals and mining stocks were mostly 


off. Prices shot up the last day of the period in- | 


reaction to the government's successful blocking 
of a protest by the opposition. 


TAIPEI: The market fell under the weight of in- 
vestars' fears that new US Government pressure 
would force a faster appreciation of the NT dollar 
and harm export prospects. Another bearish fac- 
tor was continuing concern over the impending 
US ‘unfair trade" action against imports from 
Taiwan. The weighted-price index fell 21.66 points 


to close the period at 995.94. Transactions aver- || 


aged a moderate NT$2:99 billion (US$82.5 mil- 
lion) a day. Domestically oriented stocks such as 
foudstuffs and paper performed the best. 


MANLA: The news of President Aquino's cabinet 


reorganisation and the pending ceasefire with 
comnunist rebels sent activity into a frenzy. Aver- 
age Gaily turnover in the four-day period hit a re- _ 


cord P113.3 million (US$5.6 million), up 167% |). 
from the previous period, on volume of 521.3 mil- | | 
; 6. 9%. The commercial- "industrial. il 
| 2.98 points to 567.48, and the min- | | [1&9 
ing index rose 74. 19 points to 2,179.48. The oil ||| 


lion shares, u 
index was up 


index slipped slightly. 


BANGKOK: Consistent gains at Bangkok Bank, ad: 
Thai Farmers Bank and cement counters drove. 
the pzriod's active trading across a broad front.. 
Siam Commercial Bank's announcement of a. oe | 
ital expansion with the public offering at Baht 


(US$15.20) a share contributed to a buying spree | : | 


late in the period. The Book Club Index rose 6.28 - 
points to close at 169.96; gainers numbered 48 
against 10 losers. Turnover totalled Baht 815. 4° 
million on volume of 3.7 rrallion s shares. 
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the CHINA TRADE REPORT can help eliminate the 


| mystery and much of the risk in doing business with 
. China. 


-Small Investment. _.. Handsome Dividends 
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ter in n saved time, energy and money. 


os ‘this c coupon today! 
culation Manager, 

Eastern Economic Review, Ltd., 
 G.P.O. Box 160, Hong Kong. 


"WR Please enter my one year subsciptiott (12 issues) for 
oe t. the CHINA TRADE. REPORT. } enclose à cheque/ 
oney order of . made out to the Far Eastern 
conomic Review. Or, please charge my credi card 
=k one): 

. American Express E 
MasterCard [J 


Please print in block letters) 








Diners Club n 
Visa L] 





can probably o coud get the same information on your | 


Why not subscribe i now and discover for ourself how 


OW. WA: -smail investment today may pay handsome: | 


émis. aaam PRAE daddi AME. AAA enamel A HAE HH aae AA mii MALAE pma MRNA eiu uide ERAS 


EXECUTIVE COURSE _ 


neret Patin eir P arr rire nf a RP ains ANIMUS NH PAP 


D Dalgety Developme | ds 


A DIVISION OF. DALGETY AUSTRALIA OPERATIONS LIMITED M 


A Division ) of the ; 
Established i in. | E : 
Alstralia forg r over ded 


Developers of Retail; Industrial and Commercial. 
Property in Australia's major. cities; |. 


.; We seek Joint Venture Partners a "Aüvestà ors f 
property develópment projects from. 3 million to 
$A100 million. d 


As members of the large, diversified. Dalgety. 
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f orget combat. Forget about the mos- 
quitos, the flooding, the mud and 
the jungle. Ignore the weariness and the 
boredom, the soreness and the celibacy. 
Each of these and more may assume 
critical importance for a time. But each 
is in fact simply a distraction from that 
concern which most preoccupies sol- 
diers in the field: food, together with the 
related themes of drink and tobacco. 

This correspondent recently spent 
three weeks with anti-Vietnamese 
guerillas in Cambodia’s northwest pro- 
vince of Battambang. Self-supplied 
operational gear included 200 water- 
purification tablets, six packages of 
cigarettes and emergency rations com- 
prising three dehydrated full-course 
meals in waterproof pouches. Those 
with a scatological tendency would also 
have noticed a roll of toilet paper. 

Everything else consumed during 
the course of our mission was either 
gathered in the wild, purchased from 
villagers or hauled in from Thailand on 
the back of some soldier. These sources 
together provided surprisingly varied 
fare, given the circumstances. The occa- 
sional yearning for a .peanut butter 
sandwich or a breakfast buffet at one of 
Bangkok’s finer hotels bears no reflec- 
tion on the resourcefulness and 
generosity of our hosts, the Khmer Peo- 
ples National Liberation Front 
(KPNLF) and the Khmer Rouge. 

Food gathered in the wild ranged 
from the mundane to the exotic. Several 
days spent at one campsite saw our 
staple diet dominated by bamboo 
shoots, normally served in a broth. 
Another location yielded “potatoes” — 
two or three varieties of fleshy root that 
grow elbow-deep in the ground and are 
eaten raw or boiled. Once we were 
served sweet-pumpkin soup by the 
Khmer Rouge, a delicacy that appears 
to have come from a small garden at the 
mobile headquarters of their 450th Divi- 
sion. 
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As it wes the rainy season, the most 
common resource was water. We filled 
our canteeas in ponds and streams and 
rice paddies, the two Westerners in our 
party always adding a chlorine-based 
purification tablet. For sweeter and 
clearer water we filled our bottles with 
the rain that streamed off the canopies 
covering our hammocks. 

Soldiers on the march would some- 
times scoor up yellow buds whose name 
translates as “snow flowers." These are 
munched raw as a salad, or they may be 
boiled in a soup. Also fairly prevalent 
were small mud crabs, most often found 
in paddy fields and rather tasty when 
roasted. A couple of times we came 
across fruit trees as well, though of pre- 
cisely what sort is uncertain. One fruit 
suggested pomegranates, another 
hinted of lime. 

Some soldiers supplemented their 
basic diet with small birds and squirrels, 
both taken with slingshots. Snakes and 
lizards also sometimes found their way 
into the pot. One evening a grinning 
Khmer Rouge guerilla presented us 
with a two-fdot fish. “How did you catch 
it?” I asked through an interpreter. 
With his rifie, he said. “You shot it?” I 
asked increculously. No, he said, he had 
bashed it over the head with the 
weapon’s butt as it swam by. 


nother day and another rifle butt 
brought us an armadillo-like crea- 
ture, nearly 3-feet long from tip to 
tail, that was chopped up and boiled for 
breakfast. Mainly gristle and bone, it 
was just about edible. Considerably bet- 
ter was a small deer, this time shot. 
Served with soya sauce in bite-size 
roasted churks, it was a delicious treat. 
Most of our food was purchased 
from villagers. In Battambang province 
at least, they freely accept Thai cur- 
rency at exchange rates that vary be- 
tween four and five Cambodian rials to 
one Thai baft. 
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Rice is of course the basic staple, 
loosely rationed at about a half-pound 
per man per day. In bulk, it is trans- 
ported in waterproof nylon tubes slung 
over the shoulder. Most often the rice is 
accompanied by salted dry fish. Villa- 
gers also provided rather good pork 
sausages, live chickens and ducks, 
oranges, coconuts and a few prepared 
dishes (among them a cooked rice con-_ 
coction wrapped in leaves, and dri 
rice). ` 

Several types of cake were equally 
available, some of this obviously home- 
made (pasty stuff wrapped in leaves) 
and some that appeared to be commer- 
cially manufactured (biscuits shaped as 
pistols and cars). There were different 
types of candy, too. Other treats in- 
cluded rice wine in moderate amounts 
and Khmer sugar, which is reminiscent 
of molasses. 

The villages were also our source for 
smokes. I bought Liberation and Na- 
tional brand cigarettes at Baht 100 
(about US$3.8) for 10 packages. The | 
KPNLF and Khmer Rouge bought to- | 
bacco in bulk for rationed distribution 
to their troops, who roll them into 
cigarettes using note paper or leaves. 

Supplies transported into the field 
from Thailand included tinned sardines 
and a bit of dried beef, both of which 
lasted for just the first few days. Instant 
noodle soup served to revitalise the w, 
and weary on the march, and con 
ments (dried chili peppers, salt and soya 
sauce) helped liven up bland meals. Of 
course, we had set out with stocks of rice 
and tobacco as well. 

The KPNLF and the Khmer Rouge 
were indulgent with their Western 
guests, showering us with delicacies and 
always urging that we take more. The 
KPNLF depends mainly ort villagers for 
its food in the field, paying in cash. The 
Khmer Rouge, larger in number and 
with better-organised transport units, 
seems to import as much as they acquire 
locally. In fact, one aim of Vietnam's re- 
cently introduced strategic-hamlet po- 
licy is to cut off the guerillas from their 
viliage food supplies. 

The day after returning home to 
Hongkong, this correspondent wen 
shopping for groceries. Topping the list 
of requirements was a tin of sweetened 
condensed milk. Somehow it does not 
taste as good now. — Robert Karniol 
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Ns sun HAS A UNIQUE TECHNOLOGICAL BREADTH IN AUTOMOTIVE 
AND AEROSPACE ENGINEERING. MANUFACTURE OF VEHICLES BEGAN, FOR US, IN 
THE 1890'5 AND PRODUCTION OF AIRCRAFT IN THE 1930'S. SAAB PASSENGER CARS, 
SCANIA TRUCKS AND BUSES, SAAB COMMERCIAL AND MILITARY AIRCRAFT, MISSILES 
AND SATELLITES HAVE EARNED A REPUTATION FOR TECHNICAL INNOVATION. 
LONG TERM ECONOMIC GROWTH AND FINANCIAL STABILITY HAVE ENABLED US 
TO INVEST HEAVILY IN THE DEVELOPMENT OF NEW PRODUCTS AND TECHNO- 
LOGIES. TODAY IN THE FIELD OF SPECIALIZED TRANSPORT TECHNOLOGY THE 
SYMBOL OF SAAB-SCANIA IS THE SIGN OF TRADITION, TECHNICAL INNOVATION 
AND FINANCIAL STRENGTH. 
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SAAB-SCANIA AB, $-581 88, LINKÖPING, SWEDEN. 


LEADERS IN SPECIALIZED TRANSPORT TECHNOLOGY 
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THE GIN OF ENGLAND 









Hongkong HK$105.00 HK$192.50 HK$350.00 
US$19.50 US$36.00 US$65.00 
Elsewhere £13.50 £24.50 £45.00 









In por fed 


From Enol., 
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Beefeater Gin is London born and bred. 

Distilled and bottled within the sights and 
sounds of London since 1820. to the original --- plus the Asia Yearbook 
recipe fi rst created by James Surrough, Make the Asia Yearbook part of your Review 


= N the Gin of England iS truly ASRSS , subscription. Simply tick the relevant space in 


- the coupon below and automatically receive the 
the Gin of London. Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 
O 3 months O 6 months [] 1 year 


O Please include the Yearbd®k at extra 
US$24.95/HK$195. For airmail delivery, 
please add: US$7/HK$55 


rayne S.C NOW 


(Please print in block letters) 


London Distilled | E, o. ; ; 5 i Name 
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Distilled and bottled by A en " x — — ———— | 





James Burrough in London Engla 
Country 
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To: Circulation Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 


Cheque payable to Far Eastern Economic Review enclosed \ 
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Nationals new telephone display 


really helped us spend less time 
—and money! 


Our office’s monthly telephone bills were The JX-1232 Business Telephone System 
| entirely too high until we installed National's e Versatile and reliable enough for the demands of 
advanced JX-1232 telephone system. Each today's automated office. * 12 central office lines; 32 
telephone featuresa big LCD display that helped extensions. ®© Standard, display, display/speakerphone, 


and power-failure-operative — | 
us cut expenses in a hurry. telephone models available. | 





Want to know how long you or someone e One-touch dialling (up to 
else has been talking? The display will show 16 digits). ¢ Dual-colour 
you with either digits or an easy-to-read bar LEDs light green for your 
graph. It can also give you the total call time Pe» red for other lines in 


AINE use. * Optional direct- 
for each or every extension in the system, - 


, station-selector connects 
numbers that have been dialled, and even the extensions at the touch 


time of day. Talk too long, and a preset alarm of a button. 
will sound. What better way to encourage cost- ^ Choose from our broad line of 


: . A 9 JX Series telephone systems. 
conscious communication: One is just right for your office! 
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National, Panasonic and Technics are the brandnames of Matsushita Electric. 


Brown Boveri 
open up bright prospects for 
energy supplies in the 
nineties with the BBC/HRB line of 
high-temperature reactors, 

to the benefit of many. 


A sound development 


In the power range from 100 
to 600 MW, the high- 
temperature reactor HTR is 
a multi-purpose energy 


Main picture: 

THTR 300 MW nuclear power plant in 
Hamm-Uentrop, FRG. 

Small picture: 

The reactor core with control rods 
inserted, during initial loading of the 
spherical fuel elements. 


source for supplying both 
electricity and heat. It pro- 
vides process steam up 

to about 550°C and heat 
up to 950°C, and so is able 
to serve the entire heat 
market. 


The HTR line stands on solid 
foundations: the 15 MW AVR 
pebble-bed reactor at Jülich 
in Germény, supplied by 
Brown Boveri-Hochtempe- 
ratur-Reektorbau (HRB), has 
been successfully demon- 
strating its capabilities since 
1967. And since November 
1985 the THTR-300 demon- 
stration and reference plant 
at Hamm-Uentrop, also in 
Germany. has been sup- 
plying energy to the public 
network. With this plant 
BBC/HRE has established 


an able team of sup- 
pliers, manufacturers and 
operators. 


simple control, high effi- 
ciency and hence the possi- 
bility of dry cooling, its high 
inherent safety and the 
secure containment of fis- 
sile material make the 
BBC/HRB concept ideal for 
sites close to industry and 
intdry regions. Therefore the 
HTR is also an attractive 
prospect for countries turn- 
ing to nuclear energy for 
the first time. 


The BBC/HRB high-temper- 
ature reactor requires no 
down-times for refuelling. 
Due to the high utilization of 
the fuel reprocessing facili- 
ties are not needed. 
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more from us. 
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IBM is committed to providing the highest level of support 
to the engineering and scientific community. We're ready ' 
to help you reach your goals with advanced new technology 
and a rich variety of powerful applications. 

To put you ahead in performance at a modest cost, we 
offer the new RT PC family of personal workstations. 
Powered by IBM's own 32-bit RISC-technology micropro- 
cessor, the RT PC line represents the most advanced 
thinking in the industry about the amount of power a 
personalised workstation can offer. 

For the first time, many of the most highly-regarded 
mainframe applications in the engineering and scientific 
fields can run on a full-featured stand-alone workstation. 
This remarkable off-line power can help you get more done 
with less demand on your host computers. 

The new RT PC runs an IBM-enhanced version of 
the popular UNIX* operating system, opening up a wide 
variety of standard and custom applications in the | 
technical, engineering and scientific fields. In addition, an 
optional coprocessor makes the RT PC compatible with 
the IBM Personal Computer AT for an even greater range 
of outstanding productivity packages. 

To find out more about [BM s engineering and 
scientific solutions, fill out this coupon and mail it to us. 
We'll be happy to give your technical professionals a look 
at a new standard of performance and support. 


*UNIX isa trademark of Bell Laboratories Inc. IBM is a registered trademark of International Business Machines Corporation. 





To learn more about "Ate VS 
IBM Engineering/Scientific Workstations. 





clip this coupon and send it along 


IBM Engineering/Scientific Systems 
IBM World Trade Asia Corporation 

= Dept ESI 

Connaught Center 4 st floor 


Hong Kong d 
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Surprising Amsterdam?” 
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“Yes-it’s the 
Stay-on-the-Way offer.” 


Flying KLM’s Royal or Business Class 
on an intercontinental trip via Amsterdam? Then 
discover something special: Stay-on-the-Way. 

From the Holland Promotion Foundation. 
Just look what you can enjoy: a free hotel room - 

either for one night or one day in an 
PX 3 Amsterdam top hotel. A 40 guilders 


55:9 meal voucher (app. USS 16). Plus 
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free bus transfers between the airport and the 
city centre. Fly KLM via Amsterdam Airport 
Schiphol. And Stay-on-the-Way. 

We'll give you an Amsterdam good time, 
on the way. Ask your travel agent or 


KLM for full details. "Trl 
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The symbol of your success... Baume & Mercier. 


MALIBU... joining the Baume & Mercier collection of elegant jewelry 
creations. The meticulously-crafted 18K gold case and bracelet — 
combining highly-polished and brushed finishes — are in perfect 
harmony. 

Available also with diamond and ruby-set dial. Superb examples of 
Baume & Mercier's continuing dedication to the highest standards of 
watchmaking and jewelry craftsmanship. 


Ultra-thin quartz movement. Water-resistant to 30 metres. 


Baume & Mercier. The symbol of your success. 
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Road, Central - tel. 5-222339. Singapore: 0923, 581 Orchard Road, HEX 02-26/27, Hilton International Singa- 
pore - tel. 7328055. Thailand: BANGKOK 10500, The Time Midas CO LTD, 89/7 Bangkok Bazaar Rd, 
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Taiwan: TAIPEI, Hoover Watch & Gift Co. Ltd, 83/5 Sec. 2 Wu-Chang Street - tel. 3611911. Australia: 
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Dong, tel. 798-9521-5. 
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Sanwa's added reach in Japanese finance 
can do a lot for your business 


A wide client base 


The Sanwa Bank, one 
of Japan's top financial 
institutions, has always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consi l- 
tation, etc. 


Extensive domestic and 
Overseas operations 

With more than 260 
offices, Sanwa's domestic 
network is one of Japar's 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank's 
vast overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


Vast resources 

for more specialized 

services 

Forward-looking bank- 

ing made Sanwa what it 
is today: the world's 6th 
largest bank*, with total 
assets of over US$160 
billion and the highest 


credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa's added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 4. 


"s Sanwa Banx 





*1985 Institutional Investor survey 
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: Nt N ho are immigrants? 


| Having written to you in the past in a 
highly critical fashion regarding THE 
STH C COLUMN, it gives me the greatest 
M ire to offer an addition to Shahid 
Burk’ s The s [30 Oct. of open im- 


irst, a 

















mportantly, 
; Magisterial prospectus. 
eoples B suggest that it is” 
gance to propose that the 
new millenium with regard 
vof Population, à 














"gra 
ountry that people n move to Bt 
not take place if it did not). The 
‘small truth, however, is the more.im- 
ortant. Who are the people who 
move? Immigrants, by definition are 
ippy, discontented, angry and am- 


: it us. Blessed is the nation they seek 














E D. Glenn 


-on who assists on e in 
. Bangladesh along with the World Bank 
-[2 Oct.]. he should mention the UN 
Fund for Population Activities 
ee The World Bank, USAID 
and UNFP? a over the jean: been, 









"Hasse B. TGs 


n ithe bank 


/IEW'S recent COVER STORY on 
an Development Bank does a 
isservice to the bank and. its 
| er countries and is surely a disap- 
.pointment to. REVIEW readers. who. 
know of the bank ntribution to this 
region' s econom opment during 
the © decades. The bank, and 
ade auld have expected | 
urnal of the REVIEW’s stature 
eputation a reasonably’ balanced 
ent of the bank’s record and 
= prospects, and we would have particu- 
 larly welcomed a frank review of the 
+ bank as it begins its third decade. 
.' Regrettably, the REVIEW chose in- 
d to run a story that is flawed by 
omissions, distortions and biases and re- 
flects a surprisingly casual regard for 
‘both accuracy and facts. 
— Two obviously erroneous assertions 
' stand out: the first, that bank loans are 
inflated or "cooked" in order to meet 
ding “quotas”; and the second, that 
vans are made for some projects de- 
pite staff and board criticism and con- 
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trary advice. Facts and logic belie both 
of these contentions. 

Inflation or manipulation of loan 
amounts would, of course, represent a 
complete contradiction of the bank's 
primary objective, which is to maximise 
its development contribution to the re- 


gion. It is hardly likely that the literally | 


scores of individuals in the bank and in 


the capitals of our 47 shareholder coun- | | 
tries who are directly involved in the |. 
review of bank loan proposals could be | | = 
enlisted in the kind of scheme suggested i5] 


-bythe authors. 


Lending, of course, involves both a. 


borrower and a lender. The REVIEW 


can also rest assured that officials from | | 
borrowing countries would not agree to | - 

pay hundreds of millions of dollars in 
interest and . 
Ve just for the sake of making the | 


added commitment fees, 


ank's lending levels show a rising an- | |. == 


nual trend. Members of the bank's Tix 
Board of Directors from the. borrowing il 


countries mentioned in the story have 


formally repudiated this REVIEW asser- Py 
tion. And anyone who takes the trouble . 


can see in the bank's annual reports that 
rather than showing a rising trend, 
aggregate bank lending has been fairly 
level in recent years and in fact declined 
last year. 

. The ADB does, of course, employ a 


variety. of annual and multi-year fore- 


casts of lending levels for purposes of 


| developing workload and budget plan- | | 


ning figures. We also prepare longer- 
range projections of the bank's and the 
region's borrowing and administrative 
capacity as a basis for the periodic re- 
plenishments of the bank's capital and 


Asian Development Fund deae: | 


These are not "targets" or “quotas”. 

the sense used in the story but may have 

been confused as such by its authors... 
The internal. bank documents “ob- 


tained" by the REVIEW do indeed. pre- 


sent many candid and critical staff and 
directors’ views on loans undergoing ap- 
praisal by the bank: Rather than signal- 
ling a looming “crisis,” as the authors 
conclude, the exchange of frank and 
critical views is a main feature and 
strength of the bank’s project review 
process, and it is one. of the principal 
ways the bank ensures that it is fully 
aware of, and can take measures to cor- 
rect, weaknesses in projects for which 
financing is being proposed. The frank 
critique of projects in fact continues at 
all levels of the bank during the stages of 
processing by staff and management 
and of consideration by the Board of Di- 
| rectors. Weaker loans are culled out by 
| this rigorous review and as many as a 
third of all projecs may be dropped from 
the bank's loan pipeline in the process. 
Those projects that do survive this in- 
tensive internal review are likely to re- 
ceive bank financing. . 

It is. regrettable that the authors 
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Make the Asia Yearbook part of your Re 
subscription. Simply tick the relevant spac 
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i Minus the myth. A country-by-country Surve y 
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KK du n to improve. 
our de with better products. 





| staff and directors comment: | 
that support the projects men ioned in 





.the diverse views of the many staff in- 
| volved in this process must be weighed 
| and synthesised into a decision as to 
“whether or not to proceed with further 





which deserve specific comment. The 


considerations in the provision of loans 


“nancial features. 


-Bakley lift and link several unrelated 


courages the airing of conflicting staff 


broader consensus reached by the full 


member’ s three-year. fixe term con- 


the story (no coubt also presentedi in the 
purloined bank documents). Their in- 
clusion would have. shown the true 
nature of the bank's loan review pro- 
cess and might have saved the time and 
fruitless. efforts spent in trying to 
find something sensational to write 
about the bank's rather mundane ac- 
tivities. 

The REV EW’ s out-of-context use 


comments . referred . 
above can hardly be construed as "a 
flecting a comprehensive or authorita- 
tive bank view on the projects men- 
tioned in the story, and the bank sin- 
cerely regrets any embarrassment that 
their use in fhis distorted manner may 
have caused authorities in its member 
countries. | | 

“The | REVIEW story contains a 
number of o:her inaccuracies, a few of 


bank. unequivocally denies any sugges- 
tion that it has ever introduced political 


to Burma or to any of its other borrow- 
ing member countries. As has been re- 
peatedly ard widely acknowledged, 








of the preliminary and. be 
individuals’ 


third decade of service to the Asia- 


ADB projec:s are assessed solely on the - 


basis of their economic, technical and fi- 
The quotations attributed to Robert 


statements cut: of context in so mislead- 


ing a manner as to have prompted him. | 


to issue a written repudiation of the re- 
levant statements presented in the arti- 
cle. 

A. consicerable amount of space is 
devoted in the REVIEW to allegations 
that a former bank employee was in- 
structed to “invent” financial data for a 
project in Eurma approved earlier this 
year, and taat he was somehow “vic- 
timised,” 

As already mentioned, the bank en- 


views in the appraisal of pending loan 
applications. At some point, however, 


project. processing. Obviously, indi- 
vidual: views. must then yield. to the 


appraisal team. In light of the reitera- 
tion of his ziews on the Burma project 


. — though tney failed to take account of 


a subsequent reorientation of the pro- 
ject —- as being more accurate than . 


those of the full appraisal team, his 
superiors concluded that this staff 


member hed difficulty in accommodat- 
ing his working methods to the tean- . 


work nature of the bank's project ap- 
praisal proeess. 

. While the bank was under. no obliga- 
tion to de so, it extended the staff 
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| ability to ye 


claim to have devised and implemented - 


Japanese honour 











T P | 
g to demonstrate his 
in a fully satisfactory 
manner; g which a further con- 
tract exten could have been consi- 
dered. This arrangement did not yield 
the hoped-for results, and no further 
contract extension was offered. 

Finally, let me say that the bank sin- 
cerely appreciates the statement hidden 
away in the story that says: “Nor does 
anyone. seriously contest the bank's 








































































hundreds of solid projects . . . [and] 
most staff remain professional and dili- 
gent." We believe that this brief state- 
ment is by far the most accurate and fair. 
portrayal of the bank as it begins its 


Pacific region: 's economic development. 
5 R. D. Pacheco 
Chief Information Officer 
Manila | ADB- 
e James Clad and Freddie Balfour 
reply: The article was not intended as a 
comprehensive profile of the ADB, but 
to draw attention to problems. of 5 suffi- 
cient import to be aired publicly. The. 
REVIEW has published many articles in 
the past reflecting the positive aspects of 
the bank. We recognise the bank's 
achievements, as do the more than 40 
ADB employees who spoke to us. 
All. of the. quotes attributable to — 
Robert Bakley were read to him over the 
telephone p blication. His writ- 
ten repudiation came in the form of a 
telex sent before the article appeared in 
print, and was based on a press release. 
Bakley has since told the REVIEW: "The | 
quotes attributable to me in the REVIEW | 
regarding Mr Nelson [a dismissed ADB 
financial analyst] and my reasons for 
leaving the bank are accurate, except that | 
I cannot remember using the word ‘cor- 
ruption.’ To me the word corruption im- 
plies a financial transaction, and I know | 
of no such practice at the bank.” . 












Mary Chang’ s idea for. a “Nan in Day” 
[LETTERS, 23 Oct.] in China is good. 
Her comments about ü late President | 
Chiang Kai-shek, how ms outlan- 
dish and hateful oa 




















: nt of the Japanese 
ecognise Chiang 

is hardly strange. At 
the Sino-Japanese 
ang. showed no ven- 
the Japanese people. He : 
nore than 1 million PoWs and , 
several hundre thousand Japanese ex- | 
patriates to return to their home coun- | 
try safely, and he asked for no war repa- 
rations. Moreover, he disagreed with 
the Russian p position that Japan should 
be carved up. Itis no wonder that the Ja- 
panese honour him.. T 
Taiwan. sf 


population choose 
for his benevo 'o 
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S j- i | Chinese sovereignty in 1997. Hongkong correspondent 





(&| Emily Lau offers a detailed look at how far the drafting of the 

i| law has progressed under Peking’s dominating influence, 
and at the divisions and shortcomings of those drafters 
chosen from Hongkong. Editor Derek Davies offers an as- 
sessment of Youde and the impact of his untimely death. 
Pages 38-44. Cover illustration by Lui Mo Ping. 





Page 12 

Taiwan’s new opposition party sur- 
prises even its supporters with its 
success at the polls, but the ruling 
KMT remains in firm control. 


Page 12 | 

In its first official reaction, the Singa- 
pore Government defends the recent 
controversial visit to the city-state by 
the president of Israel. 


Pages 13-14 
Philippine President Aquino's de- 


mand for ‘courtesy resignations’ 
from all cabinet members results in 
four men leaving the government. 
Meanwhile, Aquino’s ceasefire with 
Philippine rebels seems to benefit 
mostly the communists. 


Page 24 

Pakistan’s defence cooperation with 
the US has increased its active role in 
the US Central Command covering 
the Gulf and the Indian Ocean. 


Page 26 

Thai parliamentarians lose a battle 
with the military when they attempt to 
cut the army’s secret fund, but the de- 
bate continues. 


Page 30 

Pakistani MPs, interested mainly in 
the politics of patronage, are showing 
little interest in attending parliamen- 
tary debates. 


Page 46 

Despite protests, the Malaysian parli- 
ament passes a new, tougher, Official 
Secrets Act, providing a minimum, 
mandatory one-year prison term for 
offenders. 





Pages 49-84 

There is now no question that Japan- 
ese industry is being seriously shaken 
up by the dramatic recent rise of the 
yen. The question is, where will the 
axe fall? FOCUS on Industrial Ja- 
pan '86 examines this and other is- 
sues. 


90-92 

New Zealand's economic recovery 
starts to take hold as the government 
wins more cooperation from unions 
and business for its reforms than does 
neighbouring Australia. However, fun- 
damental economic indicators remain 
weak and a freer market has done lit- 
tle for the rural sector. 


Page 94 

Hongkong's Sir Yue-kong Pao begins 
to stock his war chest while business 
rival Li Ka-shing, sealing a deal for 
control of Canada's Husky Oil, begins 
to spend his. 


Page 96 

Malaysia's national shipping line at- 
tracts plenty of interest with a share 
offer to the public. 


Page 103 

Thailand’s Eastern Seaboard pet- 
rochemicals project gets under way, 
but a planned fertiliser plant is still on 
the drawing board. 


Page 106 

Although China's experiment with a 
freer economy in Guangdong is suc- 
ceeding in some areas, industry re- 
mains bound in bureaucratic red tape. 
Structural changes are proving dif- 
ficult to implement. 


Page 120 

The Asian financial empire of Singa- 
pore-based entrepreneur Khoo Teck 
Puat is founded on myriad crosshold- 
ings around the region. 
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T he sudden death of Hongkong Governor Sir Edward 
Youde came as another factor to add to the question 
marks already hanging over the political reforms which may 
be introduced to the territory and to the ultimate form of the 
Basic Law or mini-constitution under which it will return to 
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Brunei Sultan accused of 
contributing to contras 

The growing scandal over sec- 
ret arms sales to Iran and use of 
profits from the deal to provide 
aid to the Nicaraguan contras 
took a new and Asian twist. 
A Los Angeles Times re- 
port on 6 December, later pri- 
vately confirmed by State De- 
partment sources, said Brunei 
Sultan Hassanal Bolkiah had 
deposited several million dol- 
lars into a secret Swiss bank ac- 
count in response to a US re- 
quest. 

Secretary of State George 
Shultz was reported og 9 De- 
cember to have denied person- 
ally seeking the funds as al- 
leged by the Times. But he 
acknowledged that Assistant 
Secretary of State for Inter- 
American Affairs Elliott Ab- 
rams, who persuaded the sul- 
tan to make the contribution, 
had acted with his approval. A 
National Security Council offi- 
cial, Lieut-Col Oliver North, 
who was in charge of operating 
the account, reportedly used 
the funds to help the contra 
guerillas. — Nayan Chanda 


Vietnamese army chief of 
staff and war veteran dies 
Vietnam's army chief of staff 
and Vice-Minister of Defence 
Gen. Le Trong Tan, 72, died of 
a heart attack in a military hos- 
pital in Hanoi, on 5 December. 
Long associated with the Cen- 
tral Office for South Vietnam 
that conducted the war in the 
South, he was the deputy com- 
mander of the Ho Chi Minh 
campaign in 1975 that ended 
with the capture of Saigon — 
now Ho Chi Minh City. 

Appointed chief of staff in 
1978, Tan also played an im- 
portant role in the Vietnamese 
military drive into Cambodia at 
the end of that year. Col-Gen. 
Phung The Tai was expected to 
succeed Tan as chief of staff. 

— Nayan Chanda 


Jeyaretnam released after 
one-month jail sentence 

J. B. Jeyaretnam, the Singa- 
pore opposition MP who lost 
his seat after being fined 
$35,000 (US$2,281) for mak- 
ing a false declaration, was re- 
leased from Queenstown Re- 
mand Prison on 10 December 
having served a one-month 
sentence. His counsel, Subhas 
Anandan, has filed an originat- 
ing motion to quash the fine 


and has appealed against Jus- 
tice Lai Kew Chai’s decision 
last month not to allow Jeyaret- 
nam leave to appeal the verdict 
to the Court of Criminal Ap- 
peal. 

The government is under no 
legal obligation to call a by- 
election in  Jeyaretnam's 
Anson constituency but said it 
would decide whether to do so 
in 1987. — Nigel Holloway 


Indian border unit 

to get full statehood 
Arunachal Pradesh, one cf the 
seven units that comorise 
India's strategic northeast, 
will get full statehood shortly. 
China lays claim to large areas 
of Arunuchal Pradesh, wh ch is 
the only unit in the region that 
is administered directly by New 
Delhi. — Mohan Ram 
Pakistan and Soviet Union 
resume Afghan talks 

The visit to Moscow by Pakis- 
tan's Foreign Secretary Abdus 
Sattar marks the resumption of 
bilateral consultations or the 
Afghanistan issue. Satta- ar- 
rived in Moscow on 6 De- 
cember and held meetings with 
Soviet Foreign Ministry offi- 


FINANCIAL TIMES 





cials, including Foreign Minis- 


ter Eduard Shevardnedze. 
Pakistani officials confirmed 
the visit had been arranged at 
Moscow’s initiative. 

The visit was the first high- 


| level Pakistani contact wit the 


Soviets this year. It followed a 
statement by Soviet leader 
Mikhail Gorbachov that consi- 
derable progress was mace by 
UN special representative 
Diego Cordovez during h s re- 
cent shuttle mission to Kabul, 
Islamabad and Teheran. Cor- 
dovez had announced agree- 
ment between Pakistan and the 
Soviet-installed Afghan Gov- 
ernment to hold another round 
of indirect talks at Geneva in 
February 1987. 


— Husain Hacqani. 
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Brunei boosts its share 
in local LNG operation 
The Brunei Government an- 
nounced an increase in its stake 
in the country's liquefied natu- 
ral gas (LNG) monopoly from 
33.3% to 50%, while the other 
two partners, Royal Dutch 
Shell and Mitsubishi, reduced 
their shares to 25% each. A 
statement from Shell added 
that "the new arrangements 
are designed further to in- 
crease the participation of the 
Brunei Government in the na- 
tion's oil and gas industry," 
leading to speculation that the 
sultanate might raise its share 
in Brunei Shell Petroleum from 
its current 50%. 

— Nigel Holloway 
Second agency lowers 
Australian credit rating 
New York credit rating agency 
Standard and Poors has low- 
ered its rating on Australian 
Government long-term debt 
from the top AAA classifica- 
tion to the AA+ position, one 
step lower. The downgrading 
came three months after a simi- 
lar step by Moody's, and was 
credited to the slow recovery 
predicted from Australia’s 
weak external payments posi- 
tion. About US$8.6 billion of 
debt is affected, but the effect 
on interest rate margins is un- 
clear. — Hamish McDonald 


Bangkok sets tax cuts 
to spur investment 
The Thai cabinet approved on 
1 December tax changes aimed 
at drawing new investment into 
the stockmarket and in labour- 
intensive and export-oriented 
industries. As of 1 January, the 
tax rates for labour-intensive 
and some agro-industries will 
drop from 9% to 7%. The tax 
rate on stock dividends will be 
a flat 15%, replacing the exist- 
ing scale of 7-55%. A maxi- 
mum tax rate of 15% has 
also been set for the transfer 
of debentures on the Securi- 
ties Exchange of Thailand, 
against the old rate of 5576. 

— Liz Carver 


Former Malaysian PM 

seeks tin ramp details 

Former Malaysian prime 
minister Tun Hussein Onn con- 
firmed that he had indeed 
chaired the cabinet meeting on 
8 July 1981 — eight days before 
Prime Minister Datuk Seri 
Mahathir Mohamad succeeded 
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him — that had approved a price 
support scheme for tin and the 
creation of the government's 
price-support vehicle, Mamin- 
co. He pointed out that no re- 
turns have ever been filed by 
Maminco with the Registrar of 
Companies and suggested that 
“well-meaning Malaysians may 
have some questions in their 
minds” about the operation, 
which lost some M$660.5 mil- 
lion (US$255 million). “I think 
the fullest information should 
be given to the public regarding 
this affair,” he said. 

— Nick Seaward 


China bankruptcy law in 
effect next year 


China’s trial bankruptcy law 
will take effect three months 
after a new state industrial en- 
terprise law is passed, probably 
at the next National People’s 
Congress session in May or 
June. The much-debated bank- 
ruptcy law, limited in scope to 
state-owned enterprises, pro- 
vides that if entering bank- 
ruptcy proceedings, the en- 
terprises can apply for reor- 
ganisation and enter into an 
agreement with creditors on a 
plan to meet their obligations. 
The period of reorganisation, 
limited to two years, can be ter- 
minated if the financial condi- 
tions of the enterprise continue 
to deteriorate. —Robert Delfs 


Talks on Hainan gas 

prices extended 

Talks over the price of gas sold 
from the planned US$400 mil- 
lion development of the 
Yinggehai gasfield off Hainan 
Island are continuing despite 
the failure to agree by the 9 De- 
cember commitment date on a 
new price with the buyer of the 
gas, China Offshore Gas Utili- 
sation Co. (COGUC). The 
negotiations are centred on the 
price at which Atlantic 
Richfield Co. (Arco), with a 
34% share in the development 
project, will sell its portion of 
the gas to COGUC, 

A price based on then high 
crude oil prices was set in Sep- 
tember 1985, but the fall in oil 
prices has rendered the gas less 
competitive. Arco needs the 
original price to rationalise its 
investment in the field, but 
COGUC is having difficulties 
finding buyers at the price. 

— Elizabeth Cheng 


CORRECTION 


The Cover illustration of Shang- 
hai [11 Dec.] was by Chan Kau 
On. | 


— Tha. Cu 
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. GIAP TO FILL GAP? | 
Vietnam’s former defence minister 
| Vo Nguyen Giap, who quit the 
 politburo in 1982, is being strongly 
tipped as the next premier of 
_ Vietnam. Giap, who has taken a keen 
nterest in science and technology 
nd the modernisation of the 
country, is believed to enjoy 
opularity among Vietnamese 
|. servicemen and intellectuals. He has 
| made several unpublicised trips to 
| Moscow in recent months to discuss 
| Vietnam's development problems. 


| SOFTENING UP PROCESS 


The Overseas Economic Cooperation 
Fund (OECF), Japan's soft-loan 
| agency, is seriously considering 
requests by individual Asean _ 
countries for a reduction in their 
i dy concessionary) interest rates 
o offset exchange-rate 
of the strong yen. A 











package which has been delayed for 
| -more than a year since the last. 
| package was agreed in 1984. Bangkok, 
| the biggest OECF recipient in the 
recent past, earlier intended to scale 


down new borrowings, but apparently | 


still attracted by the concessionality, 
.. the Thais have now decided to seek 
something more than the last ¥72 
| billion. package (about US$350 mil- 
at me) on the condition that 
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l income lošt by Japanese car 
manufacturers in the US market this 
. year as the result of the yen’s steep 
| appreciation against the US dollar is - 
|. expected to exceed the industry's 
entire operating profits during 1985. 
The loss of earnings from the US 











BANGLAQESH 


The government. banned political rallies 


in schools and colleges. and threatened to 
stop grants to students involved in violence 
(4 Dec.). 


' About 3,000 university students in Hefei 
arched on government headquarters de- 
manding greater democracy. A 37-year-old 
travel ban to an island where the Jesuit St 
Francis Xavier died over 400 years ago was 
lifted, church officials said (9 Dec.). 


HONGKONG | 


sleep in Peking (5 Dec). "The funeral of 
E Youde was. s held (9 Dec. ). 





. décision is expected shortly in view of . 
| Thailand's request for a new yen-loan | 


5% interest be brought 
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means that Japanese car companies 
will no longer be able to use profits 
from exports to subsidise prices in the 
domestic market. This in turn could 
lead to a sharp divergence in sales 
performance between the stronger 
and weaker manufacturers. 


GANDHI'S TRAVEL PLANS 


India’s current |. 


the South Asian © 
Association for 
Regional 
Cooperation 
(Saarc) m ay E give 
Pakistan w 
New Delhi bs so 
far withheld — 
the visit to 
Islamabad of 


‘Indian Prime Minister Rajiv Gandhi. : 


Gandhi shelved his planned visit to . 


Pakistan earlier this year following 


the sudden downturn in Indo- 


Pakistan relations. The visit was to be 


the culmination of a series of officials 
and ministers meetings. However, the 


"two sides remain apart on a range of 
-contentious issues. The wordin New 
| Delhi now is that Gandhi has decided 

.to follow the precedent : set by 
Bangladesh President H. M. Ershad, 


the last Saarc chairman, who visited: 


;each of the member countries and was 
“widely applauded around the region. 
-for doing so. Apart from his _, 

` grandfather Jawaharlal Nehru, 

- Gandhi would be the only: Indian. 
prime minister to visit Pakistan since 


the Partition of India in 1947.. 


EARLY WARNING 


The South Korean Government 
knew as far back as January that 
North Korean army engineers were. 


planning a major project at the site of | 


the controversial Kumgang Dam: 








INDIA 

The New Delhi High Court dismissed ap- 
peals by three Sikhs sentenced to death for 
the assassination of Indira Gandhi (3 Dec. ) 
Up to Sight people were killed in clashes in 
the Bangla Sahib temple in New Delhi when 
Sikhs tried to start a religious procession (5 
Dec.). About 17 people died and more than 
100 were injured in two days of riots in Ban- 
galore when thousands of enraged Muslims 
took to the streets over a story which ap- 
peared in. the Deccan Herald entitled 
qe the Idiot, it was reported (9 

ec 


PHILIPPINES 
Aquilino Pimentel was dismissed as local 
government. minister and. was replaced by 





chairmanship of | | 


SOJU SHOCK FOR SOUTH. 


"Unofficial trade between China an 


leaps and bounds by about US$800 
million to US$1 billion a year b 


a floor of the Manila Press Club 


| standards. 
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(REVIEW, 11 Dec.), despite the fac 
waited until October to announce i 
The initial evidence appears to hav 
been a lengthy access road into the 
site picked up by routine US aerial 
reconnaissance. The government - 
delayed making it public because 
was not sure what the North Kor: 
had in mind, though it is suspected 
the timing was also related to the 
increase in domestic pone l 
agitation. . 


South Korea has been growing in. 





counts. The latest transac 
however, may make afe : 


inveterate South UM drinks 
proclaim is “cheap and fast” — but 
not necessarily i in.that order. 


LET'S TALK PRICE 


The Philippines’ leftist National 
Democratic Front (NDF) is runnin 
into some unexpected problem: 
setting up an office in Manila. 
the terms of the 10 December 
ceasefire agreement with th : 
government, the NDF is allo 
have an office int 
by its 50 authorised personnel v 
will take part in peace talks duri 
ceasefire. The NDF side, ise 


they are being asked for a rent of 
Pesos 12,000 (US$591) : a month 
unusually. high, sum by M anila let 


former Cin tien on , Elections chai 
Jaime Ferrer (3 Dec. F 


SOUTH KOREA ; 
More than 100 human-rights activists 
dissidents shouting, anti-government slogat 
demonstrated in court to protest against t 
jailing of a former student who alleged th 
detective sexually assaulted her (4'De 
The New Korea Democratic Party bow 
MEE intransigence and scrapped p 
ora huge rally in Seoul to imn tor puen 
tic reform (9 Dec.). > sg 


TAIWAN 

The néw opposition Democrati 
sive Party won 22% of the vote 
elections se Dec. ye 


ji: 
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The opposition party is surprisingly successful at the polls 





By Carl Goldstein in Taipei 


| uns newly established Demo- 
cratic Progressive Party (DPP) ex- 
ceeded all expectations in the 6 De- 
cember national elections by more than 
doubling the number of opposition-held 
seats in the Legislative Yuan and na- 
tional assembly. It also substantially 
raised its percentage of the overall vote 
compared to past performances by the 
opposition. 

The DPP's vote — which amounted 
to about 22% of the total, compared to 
17% for the opposition in 1983 — repre- 
sented a solid affirmatibn of the fledgel- 
ing party's place in the island's politics 
and indicated that.the ruling Kuomin- 
tang (KMT) would have no choice but 
to grant legal recognition, a step it has 
so far hesitated to take. 

DPP chairman Chiang Peng-chien 
said: “It’s a tremendous victory for us, 
especially in light of the KMT's at- 
tempts to attack us with distorted ver- 
sions of what happened at the air- 
port." 

Most observers had expected the 
violence that erupted at the airport on 
30 November and 2 December when 
demonstrators attempted to welcome 
exiled oppositionist Hsu Hsin-liang to 
damage the DPP's electoral chances 
(REVIEW, 11 Dec.). KMT officials were 
saying openly just before the elec- 
tion that they expected the incidents 
to give ruling party candidates a big 
boost. 

Taiwan's three TV stations, and to a 
lesser extent most newspapers, had 
launched what had all the earmarks of a 
government-inspired media campaign 
to exploit the issue, with frequent repe- 
titions of videotapes showing demon- 
strators throwing rocks and damage to 
police vehicles, as well as thinly dis- 
guised editorial denunciations of the 
DPP by newscasters. 

The effort seemed to have backfired 
to some extent. Opposition candidates 
attracted large crowds to their head- 
quarters to view  "counter-videos" 
showing troops engaging in rock-throw- 
ing. The Independence Evening Post, a 
Ls teet daily newspaper that gen- 
erally maintains a more independent, 
critical stance towards the KMT, pub- 
lished on 3: December vivid eyewitness 
accounts by its reporters of military 
police beating — seemingly without 
provocation — at least 30 people who 
were trying to pass through security 
checks at the airport entrance on 2 De- 
cember. 

Nonetheless, the KMT had ample 


reason to be satisfied with the results of 
the poll. Not only was the voting around 
the island generally peaceful, despite 
the pre-electioa violence, with perhaps 
fewer than usual accusations of elec- 
toral fraud, but also the ruling party 
came away with 81% of the seats being 
contested. Its popular vote took a drop, 
however, to about 69% from the 73% it 
got in 1983. 

The results of the vote appeared to 
create an environment that would 
favour the continuation of the past few 





SINGAPORE 


A new rising star 


months' political reforms. On 28 Sep- 
tember, the opposition had announced 
the founding of the DPP after months of 
agitation and ‘street demonstrations. 
Barely two weeks later, the KMT pro- 
claimed its intention to lift martial law 
and a ban on new political parties, as 
well as to continue studying the ques- 
tion of how to revitalise the central par- 
liamentary bodies, whose structure and 
membership still largely reflect pre- 
1949 elections on the Chinese mainland. 

Powerful sections of the KMT's 
senior leadership remain extremely un- 
happy about the reforms, which are 
being pushed strongly by KMT chair- 
man and President Chiang Ching-kuo. 
Despite his failing health, Chiang's grip 
on power is firm enough to prevent the 
party's old guard, who represent a large 
numerical majority on the central stand- 
ing committee, from mounting a suc- 
cessful challenge to his policies. 


d he had been fears that a backlash 
by rightwing forces might be gener- 
ated if the DPP had attracted a huge 
jump in popular support in the election. 
In the event, the election results fell far 
short of an outright challenge to the 
KMT's legitimacy. 

“As it stands now, there will be no 
justification for the KMT to develop a 
siege mentality, and the rightwing won't 
be handed new ammunition for the ar- 
guments within inner party counsels," 


The sovereign right 


Singapore defends Israeli president's recent visit 


By Nigel Holloway in Singapore 


ingapore has given its first official 
reaction to its neighbours’ attacks 
over last month's visit by Israeli Presi- 


dent Chaim Herzog. In reply to a par- 
liamentary question from Chiam See 
Tong, now the sole opposition MP, 


Foreign Minister S. Dhanabalan said 
that Singapore has the sovereign right to 
invite the representatives of any country 
with which it has diplomatic re- 
lations. 

In answer to those in the region 
claiming Singapore will be made a 
Zionist bridgehead to destabilise South- 
east Asia, Dhanabalan stated: “We will 
not allow Singapore to be used to under- 


mine the security and stability of Malay- 
sia or any other Asean neighbour." 

Until Dhanabalan's statement, only 
one cabinet minister, S. Rajaratnam, 
had chosen to respond to the neigh- 
bours' criticisms. However, local news- 
papers have editorialised and printed 
readers' letters on the subject. The nine 
Muslim MPs also issued a statement 
supporting the government's right to in- 
vite whichever foreign leaders it chose, 
but they said they were deeply con- 
cerned that the Herzog visit might be in- 
terpreted to mean Singapore was un- 
mindful of the plight of the Palestinian 
people. 
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said Parris Chang, an American politi- 
cal scientist who maintains close politi- 
cal contacts in Taiwan. 

The DPP's strong showing will in- 
crease the pressure on the KMT for fas- 
ter action in liberalising the political 
structure. It clearly reflected a growing 
desire on the part of many voters for 
more effective checks and balances on 
the actions of the ruling party, as a true 
opposition party might provide. 

A striking feature of the voting pat- 
terns was the strong performance of in- 
dividual DPP candidates. Twenty-three 
of the total 44 nominees put up by the 
party were elected. 

In races for the Legislative Yuan, 
DPP candidates were the top vote-get- 
ters in five of eight election districts. 
Among them, Hsu Jung-shu, wife of im- 
prisoned Kaohsiung defendant Chang 
Chun-hung, was re-elected to her third 
term from the district around central 
Taichung; You Ching, a Kaohsiung 
trials defence lawyer, moved from the 
Control Yuan to legislator for Taipei 
county; while Hsu Kuo-tai, brother of 
Hsu Hsin-liang, cashed in on the notori- 
ety earned from his role in leading the 
welcome party when his older brother 
attempted unsuccessfully to return to 
Taiwan before the elections. 

In Taipei, veteran opposition leader 
Kang Ning-hsiang achieved a remark- 
able personal comeback from his 1983 
defeat, only narrowly missing the hon- 
our of getting the most votes in the dis- 
trict, as popular KMT reformer Chao 
Shao-kang edged him out for the top 
spot. 

$ On the national assembly side, DPP 
candidates gathered the highest vote 
totals in four districts. These included 
Chou Ching-yu, the wife of another 
Kaohsiung incident political prisoner, 
who was resoundingly elected to repre- 
sent Taipei for a second six-year term in 


The MPs added that the unhappiness 
with the visit felt by the island’s Malay 
community is the reason “for us to dis- 
cuss and clarify with our government.” 
They went on to say that “most of these 
feelings were genuine and not merely a 
response to those expressed by others” 
and should not be construed as “disloy- 
alty to the nation, or, with the exception 
of a few, opposition to the govern- 
ment.” 

Acting Minister of Trade and Indus- 
try Lee Hsien Loong said in parliament 
that Singaporeans should not overreact 
to demands by Johor protesters across 
the Causeway that there should be a 
review of Malaysia’s water agreements 
with the republic. He said that one of 
the contracts to supply water would re- 
main in force until 2062, but the prob- 
lem of scarce water supplies would re- 
main with Singapore “forever.” Desali- 
nation of sea water was considered too 
expensive, “although we rule out no 
possibilities,” he said. ü 
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the largely dormant parliamentary 
body. The national assembly meets only 
once a year, and every six years it rub- 
ber stamps the KMT's choice for presi- 
dent. 

Hong Chi-chang, a leader of the 
DPP's more radical wing, took the most 
votes in Taipei county despite sharp at- 
tacks from KMT candidates and the 
largely KMT-controlled news media for 
allegedly insulting Chiang. At least one 
of his leaflets presented a caricature of 
the president as a pig. 

The DPP will have 13 seats in the 
legislature when the new term opens in 
February, compared to six at present. 
Of those, 12 were elected on 6 De- 
cember while one, Fei Hsi-ping, is the 
sole opposition member among the 
majority of ageing representatives who 
were elected on the mainland in 1947. 
The national assembly will have 11 DPP 
members, compared with five opposi- 
tionists before. 

The DPP has been correctly de- 
scribed as a party in name only, as it re- 


mains sorely deficient in organisational | 


structure. Yet there were signs — en- 
couraging to DPP partisans — that the 
party banner itself was a factor in the 
elections. Several successful candidates 
with no ties to political prisoners, who 
were thus unable to appeal for sym- 
pathy votes, still managed to be re- 
soundingly elected. Perhaps most signi- 
ficant were two candidates elected with 
the highest vote totals by island-wide 
commercial and workers groups. 

According to Taiwan's electoral sys- 
tem, about a quarter of the total avail- 
able seats are decided by members of 
professional and other organisations. 
Non-KMT candidates have often com- 
plained they were unable to even obtain 
lists of qualified voters, and the opposi- 
tion had never before put up candidates 
in these categories. 





PHILIPPINES URS 


To the Left, 
march! 


The government's ceasefire 
seems to benefit only the rebels 


By Rodney Tasker in Manila 


f 10 December is remembered for any- 

thing in the Philippines it will be more 
for the frenetic activity to get a ceasefire 
launched than for any ushering in of an 
era of peace. With a petulant military 
and a confused government, the only 
apparent winners were the single- 
minded, disciplined ranks of the Left. 

Soon after a government panel 
signed the ceasefire agreement with 
leftist forces on 27 November, military 
leaders began to'express their fears. In 
many ways the government had only it- 
self to blame for forging a loosely 
worded agreement for a ceasefire — to 
begin at 12 noon on 10 December — 
without sufficiently consulting the mili- 
tary. 

The armed forces, steeped in anti- 
communist tradition and having fought 
communist guerillas for so many years, 
began to pick holes in the agreement. 
While the government negotiating 
panel may have believed the communist 
side sincerely intended to silence their 
guns for an agreed 60-day period as a 
prelude to a more lasting peace, military 
leaders had a more basic concern of pre- 
venting the ceasefire from allowing 
their enemy to turn the tables against 
them. | 

Armed forces chief of staff Gen. 
Fidel Ramos and Defence Minister 
Rafael Ileto publicly stated that their 
troops would continue to go on patrol, 
including in areas where the communist 
New People's Army (NPA) are known 
to be strong. And if the soldiers found 
NPA guerillas, they said, they would 
disarm and arrest the rebels. 

As Ileto told the REVIEW on the eve 
of the ceasefire: "There's no such thing 
as an NPA area. We don't.concede any 
part of the country to anyone." That 
view may have made sense from a mili- 
tary point of view, given the 17 years of 
fighting between government forces 
and an NPA now officially estimated to 
number 23,000, with 12-14,000 fully 
armed fighters. But it embarrassed the 
government of President Corazon 
Aquino, which was nervously proud of 
its ceasefire agreement, and inflamed 
the Left, represented by ceasefire 
negotiators Satur Ocampo and An- 
tonio Zumel of the leftist umbrella 
group, the National Democratic Front 
(NDF). 

The NDF spokesmen, both of whom 
are known to be central committee 
members of the Communist Party of the 


me TS 


ready scored prop 
ys g what appeared 

a conciliatory agreement with the 
Ov rnment. As political analysts gen- 
rally agree, the ceasefire stands to 
enefit the communists more than the 
overnment because it boosts their 
e asa major opposition force in the 
intry and allows them to sow more 
paganda seeds within the system. 

e Ceasefiré agreement specified 

t talks between the government and 
NDF would continue within 30 days 
) move towards a more lasting peace. 
hen the NDF negotiators, who have 
ap diy gained the image of reasonable 
ren with reasonable demands, could be 
xpected to gain publicity for their real 
mands: the removal of US military 
es, a radical land-reform programme 
freedom from all forms of foreign 
mination. 
Given the military's ultra-suspicious 
ance towards the feasibility of a cease- 
re, and the Left's refusal to lay down 
eir arms, the prospects of a lasting end 
the bloodshed are dim indeed. But in 
ome ways the fighting war on the 
und has given way to a more serious 
olitical battle: a propaganda war. 
* In this, the Left has proved itself to 
e more adept and sophisticated than 
government. Senior military sources 
he-250,000-man armed forces can 
itinue to handle the military threat 
osed by the NPA, but they say the 
spect of a full- blooded political as- 
^on which the. Left now seems to 
e embarked is more insidious and 
rrisome. 
1e alacrity with which the NDF 
tiating team was able to pull off a 
igreement with the government 
der. which the ceasefire could go 
: barely 12 hours before it was due 
) be enforced was a testimony to the 
nportance the NDF places in the new 
p olitical process. - 








































in the afternoon of 9 December 
W Ocampo and Zumel were crying 
il about the military's insistence on 
right to patrol and seize firearms. 
night, after the government panel 
d consulted Aquino, the two sides 
ne to a face-saving agreement that 
. guerillas. would have to deposit 
arms before entering urban areas 
atrols would constitute a mere 
ng exercise to apprehend crimi- 


w the military intends to abide by 
inal agreement remains to be seen. 
NPA in the rural areas are now sup- 
ysed to wear some form of identifica- 
ion when they carry arms so that the 
ormed armed forces will not shoot 
\ccording to internal guidelines 
o armed forces field command- 
troops who are attacked by NPA 
sparrow units” are required to carry 
t "active defence and report the inci- | 
it to the commanding officer." That 
a est Macen: for soldiers who 
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ththe NPA. qw 

There is little doubt that the Left will 
try to make the ceasefire work — and 
may even want to extend it — so as to 
bolster its legitimate campaign to erode 
the government’s political willpower. 


Ileto has angounced that he wants to use 


the period to send squads of troops to 


i d in order i 
hearts and minds among a people who | 


still generally distrust the military. For - 
however long the shooting war is over, 
the propaganda war wil now take 
centre stage — and in this, the govern- 
ment is still no match for the com- if 
munists. : 





Tightening the cabinet 


By James Clad is Manila 
ince Philippine President Corazon 


Aquino's 23 November demand for 
*courtesy resignations" from all of her 
27 cabinet members, four men have left 
her government. Juan Ponce Enrile, 
who had held the defence portfolio for 
16 years, was the first to go that day, 
with Ernesto Maceda (natural re- 
sources) and Ragaciano Mercado (pub- 
lic works) following on 28 November 
(REVIEW, 11 Dec.). 

The latest victim fell on 3 December. 
Aquilino Pimentel's handling of the 
local-government portfolio had brought 
howls of protest from politicians claim- 
ing overt favourizism of the PDP-Laban 
party in PimentzI’s selection of local- 
government appointees. 

in her announcement of 
Maceda's and Mercado’s departures, 
Aquino did not dwell on the reason for 


| dismissing Pimentel, who will continue . 


in any event to serve in the cabinet with 


| full ministerial rank as the president's 


“adviser on national affairs." When an- 
nouncing Pimentel's dismissal, the pre- 


sident described him as “one of the chief 


architects of the people's movement 
that restored freecom and democracy.” 


Awkward stories of favouritism had. 
` hurt Maceda and Mercado, especially as 


they came into zovernment without 
many political protectors. 
Pimentel’s departure occurred for 


other reasons. He was, if anything, too 


effective in his job. And dismissing him 
in many vays comes "after the fact,” as 


a minister told the REVIEW. “[Pimen- : 
tel] already has done the hard work in 
planting PDP-Laban appointees 
around the country,” the minister said, 
“and can now watch his replacement 
guard the fort.” 

The new local-government minister 
is former Commission on Elections 
chairman Jaime Ferrer, a PDP-Laban 
member with a military background. 
the PDP-Laban is led, and partly fi- 
nanced, by. Aquino's brother, Jose 
‘Peping’ Cojuangco. - 

“More ministers may leave the cabinet 
soon. After Enrile departed on 23 
November — career soldier Rafael Heto 
took the defence portfolio from Enrile _ 
—+ observers targeted Labour Minister - 
Augusto Sanchez. Knives have come 
out especially for executive secretary 
Joker Arroyo. His past politics, close 
Aquino family ties and current 
strategic position as the so-called “little 
president” has upset a cross-section of 
people: military men angered by Ar- 
royo's spirited defence of Marcos-era 
prisoners and cabinet colleagues criti- 





cal of the “glacial processing ‘of presi- 


dential paper,” as one put it Eye” 
4 Dec.). 

But Aquino has moved slowly since 
23 November. Although sacking San- 
chez — seen as the most Left-of-centre . 
cabinet member — would appeal to - 
some, it may backfire on the president, 
depriving her of a proven strike-settle p 
and certified "progressive." s 
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Because we know more, we have more to share. 


Cogema is the only company mastering all the aspects of 
the nuclear fuel cycle. To reach that position, Cogema had 
to overcome many difficulties and choose between alternate 
solutions. Industrial deployment of reprocessing, for instance, 
required a large amount of experiments and technological 
developments. All these tests, all these attempts and some 
successes, have built our unique experience. This experience, 
enriched by the CEA’s scientific and technical know-how, 
is continuously improved by our day after day industrial 
activities: construction work as well as exploitation of our 
mines and facilities. Cogema and its partners are ready 
to share their specific experience with you, if you choose 
to commit yourself to the nuclear industry. From uranium 
exploration and plant operating to the final stages of the 


nuclear fuel cycle, ask Cogema. We've got a lot to tell you. 





o 


COGE 


The nuclear fuel company 
2 rue Paul Dautier. BP n" 4, 78141 Vélizy-Villacoublay. Cedex France. 
Tel. 33 (1) 39469641. Telex Cogem 697 833 F 


Moving in the Same Direction 


Lucky-Geldstar is a U$10-billion 
group of 23 Korean companies 
working in chemistry, electronics, 
and services. 

Today, lucky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 
fiber-optic communication systems 


OU & LUCKY-GOLI 


to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like AI&T, 
Hitachi, Siemens, and Caltex, we ve 
developed a leading edge in some of 
todays most important business 
fields. Through technical exchanges 





and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahajac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to find out more 
about Lucky-Goldstar. Contact the 
Business Development Dept., Lucky- 
Goldstar Int'l Corp., CPO Box 1899, 
Seoul, Korea. Phone (02) 776-6517, 
Telex K27266 LGINTL. 


|E2 LUCKY-GOLDSTAR 


Business fields of Lucky-Goldstar companies: 


Chemistry Lucky, Ltd. Lucky Advanced Materials 

ics, Electronics & Communications 1) Goldstar Co., 
Ltd. Goldstar CableLGoldstar Telecommunication 
[]Goldstar ElectricOGoldstar Instrument & Electric 
(Goldstar PrecisionC)Shinyeong Electric C Goldstar 
Semiconductor C) Goldstar-Alps Electronics 0 Goldstar- 
Honeywell Goldstar Magnetech and Resources 
L]Honam Oil Refinery Korea Mining & Smelting 
Construction and Engineering Lucky Development 
C Lucky Engineering Financial Services O Securities 
[.]Pan Korea Insurance O Goldstar Investment & Finance 
L]Pusan Investment & Finance Trade and Distribution 
LI] Lucky-Goldstar International 1 Hee Sung Public Service 
[]The Yonam FoundationOThe Yonam Educational 
Institute Sports O Lucky-Goldstar Sports 
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that Merrill Lynch-acting as principal or agent- 
brings to leveraged transactions. 

We commit our capital, as permanent or bridge 
financing, to help our 


^ Transaction Value 
clients create and close |. sain Wes 
transactions. eric eee Lm 
Our M&A specialists zw ee 
have the experience tO | eranc croup (Goat) exec 
negotiate complex trea ra crt Faroe 
transactions. oe AM eo 
Our high yield/ pes coll esse 
strategic f inancing rertmann & Compans Inc SIMON 


Converse Inc. (Allied Corporation) $100,000,000 


specialists design mec na 
(Sherwin-Williams Compan ny)* $59,000,000 


innovative financial ie eg cA 
structures that Cover — | Smet 
the full range of sais! 
leveraged transactions. Our sales and trading 
professionals deliver expert execution in even 
the toughest markets. In short, Merrill Lynch 


greens a totally new dimension 


in leveraged 
transactions. 
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-Some say they've seen the "Loch Ness Monster." 
Others say, “impossible.” At Epson, we see things 

iat others say are impossible. And then we set 

bout bringing them into reality. Because our people 
re not only visionaries, but highly trained, high- 
nology engineers as well. 

It was our future-vision coupled with our expertise 
precision technology that led us to invent the first 
small and fast enough to work in a calculator. 
Ti there the highest quality and performance 
xinters evolved. Ranking Epson as the world's 
iding printer manufacturer. 

Seeking to make everyday life easier, our develop- 
nts in integrated technology have produced 

iariety of IBM* PC compatible computers and 
desk-top performance computer, amazingly sized 
nto a briefcase. 








: BUE 


Believing anything is possible is the 
first step to making it so. 


no, Japan el: (0268) 52-2131 Telex: 3362435 EPSON EL SCTRONICS (S) PTE. LTD: Singapore Tel: 2786071 "Telex; 39536 EPSON ELECTRONICS TRADING LTD.: Hong Kong Tel: 5-282555 


Such snail miracles propelled our original work 
with liquid crystal display panels in calculators and 
computers into developing the first high-resolution, 
hand-helc flat-screen colour TV. 

And the realization of all our goals 
includes strict attention to our products: 
final feature, the purchase price. 

At Epson, we believe the better half 
of a product's quality and performance 
is deterrrined before it even goes into 
producticn. By vision and imagination. 

Whether it's the Loch Ness Monster or a unique 
vision of the future, there will always be those who 
say it's impossible. And there will also be Epson, 
where anything is possible. 


IBM is a regissered trademark of International Business Machines Corporation 





V ELECTRONICS TRADING (TAIWAN BRANCH: Taipei, Taiwan Tel: (02) 536-4339, 55: -6248/9 Telex: 24444 FLORA LIMITED: Dhaka, Bangladesh Tel: 231850 Telex: 642418 P.T, SARANA HITECH SYSTEMS: Jakarta, 





x: 44199 EQUATRON (MALAYSIA) SDN; BHD. Petaling Jaya, Ma 
8641 Telex: 21321 SAHAVIRIYA INTERNATIONAL COMPUTE 


Tel: 7558322 Telex: 30840 ABM DATA SYSTEMS LTD.: Karachi, Pakistan Tel: 540574 Telex: 23431 COMPUTER LINK DATA SYSTEMS LTD: 
CO, LTD.- Bangkok, Thailand Tel: 2360205 Telex: 87112 U-BIX CORPORATION: Manila, Philippines Tek 218-7501/2/3/4/8. Telex: 23120 
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China’s arms bazaar 


Peking pushes sales in pursuit of hard currency 


By Daniel Sneider in Peking 


W hile the spotlight has been turned 
on secret US arms deliveries to 
Iran, the market for arms in that war- 
ring nation — and its foe, Iraq — has at- 
tracted every major nation dealing in 
the international arms bazaar. 

High on the list of Iran’s arms 
suppliers is China. According to West- 
ern diplomatic sources, China has sold 
Iran more than US$1 billion worth of jet 
fighters, tanks and small arms. Those 
deliveries began indirectly through 
North Korea, another major supplier of 
Iran, with the supply of 50 F6 fighters in 
1982. 

Although Chinese authorities refuse 
to comment on the persistent reports of 
these sales, they are increasingly open 
about their pursuit of hard currency and 
technology through the international 
arms market. In the past two years the 
trading arms of China’s major defence- 
related ministries and companies have 
started appearing at Western arms ex- 
positions, displaying their weapons to 
potential buyers. 

The Chinese hosted their own inter- 
national arms show in Peking, “Asian- 
dex '86" (or more formally Asian De- 
fence Technologies Exposition) from 4- 
11 November. For the first time in 
China both foreign and Chinese arms 
makers displayed their goods in public 
in search of sales. Some 150 foreign 
firms, mostly from Western Europe and 
the US, explained the virtues of their 
various guns and bombs to thousands of 
officials of Chinese defence industries 
and officers of the People's Libera- 
tion Army. At the same time the six 
Chinese arms-export firms, organised 
under the umbrella of the Xinshidai 
(New Era) group, looked for customers 
among representatives of mainly Third 
World countries who visited their pavil- 
ion at the China International Exhibi- 
tion Centre. 

Western defence attachés resident in 
Peking were amazed at the sight of 
Chinese officials manning the booths, 
eagerly handing any foreigner who 
came by glossy colour brochures and de- 
tailed specifications for their weapons. 
“I was struck by the openness of the 
Chinese to discuss things," said one. 
"Three years ago," another defence of- 
ficial commented, “you would not have 
seen any of this — it was all classified." 

Premier Zhao Ziyang told a group of 
the attending foreign defence-firm rep- 
resentatives that this remarkable dis- 
play was *an outgrowth of China's 
opening to the outside world." 

Western defence experts in Peking 
ascribe it to a less exalted motive — the 
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Chinese military's desperate need for 
cash. “The Chinese sense that the more 
information they make available, the 
better chance they have to export," ex- 
plains a Western defence attaché. 
Through overseas sales, Chinese de- 
fence industries hope to be able to earn 
the foreign currency needed to upgrade 
their backward technologies. The PLA 
is still dependent on Soviet-designed 
weapons from the 1950s and 1960s. 

The search for hard currency is also 
impelled by the cutbacks imposed on 
defence spending, now estimated to be 
under 13% of the national budget. Fac- 
tories turning out military hardware 
have been encouraged to divert large 
portions of their over-capacity to pro- 
duction of consumer goods. These 


Asiandex '86: Third World customers. 





moves accompany the declared aim of 
demobilising 1 million men and women 
of the PLA by the end of the year, re- 
ducing China's huge force to 3 million. 
"To compensate for cuts in the armed 
forces, we are improving the quality 
and technology sophistication of our 
weapons," Zhao told the eager arms 
sellers. 


W estern defence technology is being 
very selectively acquired for a dual 
purpose — to upgrade the PLA’s equip- 
ment and to enhance the saleability of 
China's outdated weapons. At Asian- 
dex the Chinese displayed two new 
prototypes of armoured personnel car- 
riers developed jointly by China North 
Industries Corp. with Britain's Vickers 
Defence Systems and the US FMC 
Corp. The two vehicles were a fairly 
simple marriage of a  pre-existing 





mir dile: 


e 
Chinese chassis with a Western-made 
gun turret and sight. In both cases the 


Chinese are hoping to get contracts with | 


Third World nations. 


Through such tie-ups with Western | 1 
firms and transfers of technology, the - 


Chinese are bidding to carve out a signi- 
ficant market for their arms. By one es- 


timate — China's sales are still kept | 


largely secret — they are already the 
fifth largest supplier in the world market 
after the US, the Soviet Union, France 


and Britain. According to that estimate, | 
they earned more than US$2 billion last | 


year from foreign sales. 


At Asiandex, the Chinese offered an — ; 


impressive range of products. There 
were models of several types of super- 


sonic jet-fighter aircraft and ballistic | 


missiles as well as actual examples of 


armoured vehicles, anti-aircraft and |. 


anti-ship missiles, rifles and cannons, 


and even electronic systems, such as | 


radar- and laser-sighting devices. 


In general, however, the Chinese are | — 
still offering military technology which | — 
is 20-30 years old. Their main market is | | 
among cash-poor developing countries | 
where the low cost of their arms |. 
compensates for the lack of | 


sophistication. “They offer a 


maintain, at the right price — 
and they deliver right now," 


said. 
ports are aircraft, armoured 


light arms, including the 
Chinese version of the AK47 


are among China's biggest 
single earners of foreign cur- 
rency. According to Wang Ang, 
the vice-minister of aviation in- 
dustry, China has sold some 300 
aircraft and helicopters, mostly 
for military use, to about a 
dozen nations. 

Although Peking still refuses 


value of its sales, Western government 
sources provide a partial list of clients. 
Chinese aircraft have been sold to Pa- 
kistan, Egypt, Somalia, Zambia, Zim- 


babwe, Iran and Iraq. In the case of | | 
Iraq, the aircraft are reported to have | - 


been delivered via Egypt, which pur- 
chased 100 F7s, the Chinese version of 


the Soviet MiG21. Iraq is also reported j 


to have acquired 260 tanks, a Chinese 
version of the Soviet T54. Pakistan has 
also bought armoured vehicles. 

Chinese jet fighters are modified and 
updated versions of older Soviet MiGs. 
The China National Aero Technology 
Import and Export Corp. (CATIC) has 
been carrying out an extensive cam- 
paign to market these aircraft, including 
mounting displays, though not yet 
showing actual aircraft, at recent air 
shows in Europe. 

The Chinese refuse to reveal their 


product that works, is simple to | | 


one Western defence analyst | 
The main Chinese arms ex- |. 


vehicles (mainly tanks), and | 


automatic rifle. Combat aircraft | | 


to reveal the destination or la 
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9 
prices, but Chen says with some pride 
that foreign aircraft are, in comparison, 
"not only a little more expensive — they 
are a lot more expensive." Western in- 
dustry sources at Asiandex say that the 
price of the F7M “Airguard,” the latest 
version of the MiG21, is in the range of 
US$3-4 million. “For the price of one 
F16," says one US industry source, re- 
ferring to the advanced US fighter, *you 


. can buy five F7Ms.” 


Even low prices, the Chinese have 
found, are not sufficiently enticing. 
CATIC has tried to improve the appeal 
of the aircraft by installing modern 
Western avionics, the electronic sys- 
tems like radar and computers to con- 
trol the aircrafts armaments. In July 


_ they reached agreement with Italy's 





HA ce 


-] dex were, 
— cautious and restrained in their assess- 


Aeritalia to provide new avionics for the 
AS, their version of the MiG19. Pakis- 
tan bought 140 of the aircraft several 
years ago. A similar agreement two 
years ago with Britain's GEC Avionics 
placed some new equipment in the 


| FM. 


ust days before Asiandex opened, 

the US Defence Department an- 
nounced the Chinese signing of a con- 
tract to purchase 55 avionics kits for its 
newest fighter, the FSII. The deal, esti- 
mated to be worth about US$550 mil- 
lion, is the largest military-purchase 
agreement China has signed with a 
foreign country. 

The US-equipped aircraft are de- 
stined solely for use by the Chinese air 
force, US defence officials in Peking 
say. However, a Western defence offi- 
cial reports, the Chinese were offering 
potential foreign customers at the 


.| Farnborough Air Show in England in 


mid-year the possibility of purchasing 
the modernised aircraft. 

There is increasing interest in col- 
laborative marketing efforts with the 
Chinese, particularly of outdated West- 
ern technologies. Aside from the 


avionics and armoured-vehicle links, 
. another candidate is torpedoes. The US 


Government is at present discussing 


íi transfer of the MK46 torpedo, which 
| the Chinese are interested in not only 


for their own navy but for resale to third 


| countries. 


Western arms merchants at Asian- 
nonetheless, universally 


ment of the Chinese market. One 
French manufacturer recalled how they 


. had sold two of their sonar systems to 


the PLA, expecting that they were 
bought as test items to be followed by a 
large-scale purchase. Like many other 
Western businessmen in China, they are 
still waiting several years later. 

The more realistic view, expressed 
by one Western defence official, was 
that the market for foreign defence 
equipment will remain a “very select 
one," limited to small sales, develop- 
ment of prototypes and technology 
transfer. oO 
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The strategic connection 


Pakistan and the US cooperate on building up forces 


By Lawrence Li*schultz in Washington 


N ot long after the American U2 sur- 
veillance aircraft was shot down 
over Soviet territory in 1960 and its pilot 
captured alive, the then Soviet leader 
Nikita Khrushchev approached Pakis- 
tan’s ambassador at a Moscow recep- 
tion and told him that he had looked 
carefully at the map, taken out a pen 
and drawn 2 big red circle around 
Peshawar, the capital of Pakistan's 
North-West Frontier Province. 

Despite a secret letter of understand- 
ing between Washington and Is- 
lamabad, granting the US full rights of 
access to the Peshawar air base and the 
use of the nearby Badaber monitoring 
facility for a period of 10 years, Pakis- 
tan's military authorities pulled back 
from their undertaking. 

For the next 23 years, despite vary- 
ing degrees of intimacy and tension with 
the US on the part of successive civilian 
and military regimes in Pakistan, no 
government in Islamabad regarded it- 
self in a position to compromise 
nationalist sentiments within Pakistan, 
and to offer its facilities again to US 
military surveillance aircraft. 

Despite this hiatus of nearly a quar- 
ter century, President Zia-ul Haq's gov- 
ernment has permitted, since 1983, 
American P3 Orion surveillance aircraft 
to use Pakistani air bases, according to 
highly placed military sources in Pakis- 
tan. The Pakistani Air Force base at 
Mauripur near Karachi is the facility 
most frequently used. 

A US Sta:e Department spokesman 
confirmed to the REVIEW that P3 


The flight 
of the Orion 


The P3s keep an eye 
on Soviet submarines 


Kopie ima of the Soviet nuclear 
submarine fleet has required a com- 
plex and mu ti-faceted approach on the 
part of US intelligence. The P3 Orion is 
an important component in the integrat- 
ed anti-submarine warfare systems 
being develcped throughout the Indian 
Ocean and the Gulf region. It replicates 
systems already in operation in the 
Pacific, Mediterranean and Atlantic 
basins. 

The P3 operates on the basis of a 
unique discovery made after World War 
II. Oceanographic and sonar-related re- 
search revealed the existence of a re- 
markable layer beneath the ocean sur- 
face which can carry sounds of audible 


Orions were utilising Pakistani airfields 
“with the approval of the Government 
of Pakistan.” However, the State De- 
partment refused to comment on the 
frequency of such flights other than to 
state that P3s “periodically transit 
Pakistan.” 

Unlike the U2 which was created 
primarily for high-altitude surveillance 
of land-based targets and involved il- 
legal flights over Soviet territory, the P3 
is an integral part of the US military’s 
global tracking network designed to 
monitor the Soviet Union’s naval fleet, 
specifically its flotilla of nuclear sub- 
marines. 

The P3 ranks as the West’s standard 
land-based anti-submarine warfare and 
maritime patrol aircraft. While sophisti- 
cated satellite surveillance has made the 
U2 obsolete for observing ground- 
based military targets, satellites have 





e 
intensity for a distance of more than 
4,800 km. 

This “deep sound channel," as it is 
known, exists at a depth of 430-1,200 m 
below the surface. Sound is trapped be- 
tween sunheated surface water and 
frigid waters below. According to one 
author, the effect is rather like whisper- 
ing from one end of an underground car 
park to the other. If correctly tapped the 
channel yields a rich harvest of technical 
data capable of locating and plotting the 
positions of underwater craft. 

Every surface and subsurface vessel 
has its own unique accoustic signature. 
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. not been effective in siting and locating 
| submarine forces. 
. The staging from Pakistani air bases 
of P3 flights is one dimension of a 
broader project evolved by American 
military planners. At its centre is the 
emergence of the first new unified mili- 
to be established by the 
US in more tha 3 yan 
















| or Centcom, it 
can — i 


a Wa Tea 
ific Command. Its 
specifically covers 





: 1 eons ee more than Nato —- 
dn Soi sia, the Gulf, and the 
Ho frica, a region ranging from 
e id Somalia to Pakistan and Af- 






istan. However, its “command 
"is the Indian Ocean itself, and the 
territory of the 44 littoral and hinterland 
states. 


Af ithin the framework of Centcom, 
WY Pakistan has been designated a 
critical “allied” role. Its strategic posi- 
tion in the Gulf has been incorporated 
into Washington' S security 
planning in the region. Pakis- 
tan's overseas military missions 
are currently active in 22 coun- 
_ tries in the Middle East and Af- 
ca, covering most of the 
A Centcom states. According to 
. one Pakistani commentator, 
_ the country has emerged as "the 
"largest exporter of military 
| “manpower | in the Third World.” 
| n is estimated that nearly 
50,0 ` Pakistani military per- ` 
ice or 10% of the country’s 
armed forces, are de loyed out- 
side its borders. The largest. 
contingent, an entire division 






















m Like a the 
 .sounds which emerge from a 
= submarine’ s- structure, caused 
by the motion of its propellers 
and internal machinery, are 
distinctive. These sounds can 
4 be separated from the vast 
array of other ocean sounds © 
through the use of powerful 
computers. They can then be 
matched vig an accoustical com- 
 puter library which has been previous- 
ly recorded when tracking individual 
vessels. 
Thus, when the distant sound of a 
propeller is picked up, it is often possi- 
ble for US naval intelligence to know 
which ship or submarine it belongs to, 
and of which country's navy the vessel is 
a part. Therefore, the US has the tech- 
nology available to track a Soviet sub- 
, marine from the time it leaves home 
| port until it returns. 
'* Sound surveillance of Soviet naval 
vessels is an integrated operation link- 
ing a vast network of Demanonts fixed 


person’ s voice, 
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of 13 000 men with two armoured and | 


two artillery brigades, have been based 
in Saudi Arabia following the unsuc- 
cessful 1980 religious insurrection at 
Mecca. 

After the Mecca revolt was crushed, 
the performance of the Saudi National 
Guard was considered dangerously un- 
satisfactory. Arrangements were sub- 
sequently made for a division of the 
Pakistan Army to be permanently 
stationed in Saudi Arabia as a reserve 
internal security force. A Pakistani 
major on duty in Saudi Arabia is paid a 


salary of Rs 70,000 (US$407) a month in. 


contrast to the Rs 3,500 earned on duty 
at home. A private receives Rs 12,000 a 


month compared to Rs 800 back in his | 


Pakistani barracks. 

The enormous expansion in Pakis- 
tan's military expenditure, estimated at 
over 60% since 1979, has been funded 
out of US aid mainly linked to Centcom. 
In the past five years Pakistan has re- 
ceived US$3.2 billion in American mili- 
tary and economic assistance. In the 
coming five years more than US$4 bil- 
lion is proposed as the next stage in the 
bilateral aid relationship. 


USCENTCOM AREA OF 
RESPONSIBILITY 


PEOPLE'S DEMOCRATIC 
oe REPUBLIC OF YEMEN 


Arabian Sea 


REVIEWMAP by Picky Hui 


ocean hydrophones, ground-receiving 
Stations and regionally based aircraft 
which monitor, verify and process data. 
it is here that the P3 plays its distinctive, 
on-site role. The py 's rear fuselage is 
equipped with a magnetic anomaly de- 
tector, which, combined with the capa- 


city to launch sonar buoys from within | 


the aircraft, allows the P3 to verify a 
submerged target. If ordered, it can de- 
stroy the target with a nuclear depth 
charge with a blast of an intensity equal 
to the nuclear bomb dropped on 
Hiroshima at the end of World War II. 
— Lawrence Lifschultz 





| 450,000 personnel into the area 


















































specific objectives in | mind. USm 
planners have budgeted more 
US$14 billion to be spent by 1988 on fa 
lities linked to the deployment of | 
forces in the region. In the sing 
largest military-construction program 
undertaken outside the US since t 
end of the Vietnam War, base facil 
are being upgraded in a wide arc: 
Kenya to Pakistan. | 
All facilities are preparatory 
contingent deployment of 
forces in the Centcom's area of op: 
tions. The command is thë- 
scendant of the American Rapid D 
ployment Task Force formed in ! 
1980 in the face of a serious deterio 
tion in the US strategic position in Ir 
following the overthrow of the shah 
regime. : 
If required, Centcom can cur 
call upon an intervention force of t 
300, troops efor deploymer 
Southwest Asia. By 1989, when 
reaches nearly peak operation: 
city, it will be able to land at lea 


war conditions. Some estimates plac 
active troop strength as hig 
600,000. Whatever the 
figure, it is agreed that comb 
manpower available t 
| Centcom is second only to US 
į forces assigned to defend We 
ern Europe. | i 
While American facilitie 
the Indian Ocean base of 
Garcia are seen as a crucia 
important backstop wh 
| store vast quantities of milita 
|. material, it is still coi ir 
too far away to provide the tà 
tical proximity US 
strategists seek for a strong fo 
ward position in the Gulf. 
A major prepositioning pro: 
gramme has been under wa 
Saudi Arabia and o 
stockpiling material - 
Centcom. Pakistan’ s 








host-nation facilities 
strategically significant o 
Expenditure on the county 
base improvements, the pr 
positioning of strategic Centco 
supplies, and the provisioning 
of access rights to US air, ground an 
naval forces are being coordinated 
under Centcom’s regionwide effort of 
base enhancement. 
The main effort in upgrading and de- 
veloping new facilities appears to be 
taking place in Pakistan's sparsely 
populated province of Baluchistan bor- 
ering Iran and Afghanistan. Lieut- 
Gen. Rahimuddin Khan, chairman o! 
the joints chiefs of Pakistan's armed 
forces, and the former military gover- 
nor of the province, has been quoted 
the Pakistani press as saying that 32 
fields were now v under construction ` 
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Baluchistan. This has included new or 
upgraded facilities at Turbat, Jiwni, 
Pasni, Gwadar, Panjguar and Quetta. 

But, according to the exiled former 
chief minister of Baluchistan, Ataullah 
Mengal, the most significant facility 
now under construction is a new air base 
in the Chagai region near the Afghanis- 
tan border, capable of handling most 
types of military aircraft. 

Independent defence analysts in 
Washington and Pakistani military 
sources claim that the construction of 
these facilities in Baluchistan is directly 
linked to Centcom’s regionwide effort 
to develop host-country bases which 
will be consonant with US military re- 
fica! s should the contingency of 

eployment arise. 

There has been a strong lobby within 
the Pentagon which has advocated de- 
veloping base facilities in Pakistan as 
well as re-establishing a US electronic 
intelligence network there. 

In a 25 November article in The New 
York Times , Selig Harrison, a senior as- 
sociate at the Washington-based Car- 
negie Endowment for International 
Peace, claimed that the US “for the first 
time since 1966 is monitoring Soviet 
missile tests with ground-based elec- 


THAILAND 


A costly 
budget cut 


The army rejects a proposal 
to slash its secret fund 


By Paisal Sricharatchanya in Bangkok 


T o most political observers here it was 
an unmistakable test of strength be- 
tween elected members of the House of 
Representatives and the politically in- 
fluential military establishment. The 
winner, at least in the first round, was 
clearly the military. 

A committee of MPs scrutinising the 
fiscal 1987 budget made a proposal to 
slash the army’s controversial secret 
fund by Baht 4 million (US$153,000) to 
Baht 285.9 million. Flexing its muscles 
in quick response, the army requested 
— and got — an additional Baht 12 mil- 
lion. 

The army might have won the day 
but the controversy sparked by the 
budget-scrutinisation committee’s mid- 
November proposal was far from over. 
At stake are the prestige and honour of 
the two institutions that have often been 
at loggerheeds over what course Thai 
political development should take. 

The 1987 budget bill passed its first 
reading in early October (REVIEW, 16 
Oct.). The secret-fund item is now 
slated to be deliberated on 11 De- 
cember when parliament reconvenes an 











tronic intelligence facilities in Pa- 
kistan.” 

While making no mention of 
facilities along the Baluch Coast, Harri- 
son stated that “the electronic monitor- 
ing facilities are situated in northern 
Pakistan, close to Soviet testing sites in 
Central Asia.” It was Harrison who in 
1966 first made public the existence of 
US military intelligence operations at 
Badaber, outside Peshawar. 


Pakistan provides a unique “front 
window” for signals intelligence not 
only with respect to Soviet military op- 
erations in Afghanistan, but also in pro- 
viding a long frontier with Iran from 
which sweeps of internal Iranian civil 
and military communications can be 
made. 

The disquiet among Indian defence 
planners is that Pakistan, by providing 
access to Washington of its Afghan and 
Iranian frontiers, is receiving in return 
some access to American surveillance of 
Indian military communications along 
Pakistan’s eastern border. 

Pakistani officials have repeatedly 
denied the presence of foreign bases in 
Baluchistan or anywhere else in the 
country. A State Department spokes- 
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extraordinary session to consider the 
second and third budget-bij readings 
before the bill becomes law. 

Although several government and 
opposition MPs have reserved their 
right to propose further secret-fund 
cuts, a budget-bureau sanctioning of the 
additional Baht 12 million allocation 
was likely to counter any dissenting par- 
liamentary voices. 

The original proposal to slash Baht 4 
million from the fund — approved by 
the scrutinisation committee despite 
strong opposition from members of the 
pro-military Chart Thai Party — was 
generally praised in non-military cir- 
cles. Although the reduction represent- 
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man told the REVIEW: *The US has not 
asked for and the Government of Pakis- 
tan has not offered base rights." 

On 15 October US Defence Secret- 
ary Caspar Weinberger visited Is- 
lamabad and held discussions with Zia. 
On the day Weinberger arrived in 
Pakistan from India, a separate high- 
security US aircraft flew into Islamabad 
carrying Gen. George Crist, the new 
commander-in-chief of the US 
Centcom. 

Crist was accompanied by a 70- 
member delegation prepared to discuss 
a wide array of technical details con- 
cerning closer ties between Centcom 
and Pakistan’s armed forces. After 
Weinberger’s departure Crist’s delega- 
tion toured Pakistani military installa- 
tions for a week. 

Besides logistical issues directly re- 
lated to Centcom, talks between US and 
Pakistani military officials focused on 
the prospect of an American sale to 
Pakistan of the advanced airborne 
warning and control systems (AWACS) 
aircraft. In the past, Washington had re- 
jected the Pakistani request for 
AWACS arguing that the installation of 
ground-based radar along the Pakistan- 
Afghan border was more than sufficient 








Chaovalit: few choices. 


ed a small fraction of the secret-fund 
budget and was only symbolic in nature, 
there was'euphoria among house mem- 
bers that the legislative body was finally 
attempting to exert some measure of 
control over a military item that was 
long considered exempt from scrutiny. 

What came as a surprise was that the 
cutback proposal was initiated by Yen- 
chit Rapeepat, a woman MP from 
Bangkok who is a member of the nor- 
mally pro-military Prachakorn Thai 
Party, which is now in opposition. 

On hindsight, many analysts see the 
move as naive and suggest that it sub- 
sequently reflected badly on the par- 
liamentary image. One analyst de- 
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to monitor potential violations of Pakis- 
tani airspace by Soviet or Afghan air- 
craft. During the Weinberger visit this 
was the position publicly maintained by 
US officials. 

In addition, a recent Pentagon intel- 
ligence study has argued that border in- 
cursions into Pakistan by Afghan air- 
craft have been limited ones not going 
beyond 6 miles into disputed regions 
along the Durand Line, a border no Af- 
ghan government has ever accepted as a 
legitimate boundary with Pakistan. The 
Pentagon study also notes that the in- 
cursions in these disputed zones have 
rarely involved bombing or strafing. 

However, in a sharp reversal of pre- 
vious policy, the Reagan administration 
announced in late November that it was 
prepared to sell Pakistan advanced 
AWACS aircraft. This has provoked an 
adverse reaction from India which 
maintains that the AWACS will signific- 
antly alter the military balance between 
the two states. The aircraft will have an 
electronic reach extending hundreds of 
miles into India. It is a capability which 
neither Pakistan nor India has previ- 
ously possessed and forebodes a new es- 
calation of the arms race in the Subcon- 
tinent. IR | 





scribed the scrutinisers as a bunch of 
"Lone Rangers" who he said failed to 
consult their own parties or solicit sup- 
port from responsible government 
agencies before launching the move. 
"Coming at a time when military 


budgets have stagnated due to the over- - 


all fiscal constraint, the reduction was 
forcing the army's hand. More impor- 
tantly, it was an affront to army dig- 
nity," a political scientist said. 

The political scientist noted that dur- 
ing the brief period of full democracy 
that followed the student-led rebellion 
of October 1973, the parliament made a 
similar, if more discreet; move against 
the secret fund. Rather than inflict 
further insult to the military's prestige 
— severely damaged because of the 
harsh and unsuccessful action it had 
taken against the rebels — parliament 
opted to transfer a small cut from the 
fund to bolster the army's welfare allo- 
cation. 

Army commander Gen. Chaovalit 
Yongchaiyut initially reacted to the re- 
cent cut proposal by saying the army 
would seek “sympathy” by explaining 
the secret fund’s necessity to the 
scrutinisation committee. Addressing 
soldiers during a visit to the 9th Divi- 
sion, which is based in Kanchanaburi 
near Bangkok, he stated in part:. “I’m 
the only army commander whose secret 
fund [is being] cut. Though this might be 
a normal process if viewed superficially, 
it's bad. My'heart hurts . . .” 

Given his desire to assert strong 
leadership in the army, Chaovalit 
clearly had little choice but to try to re- 
store to the fund what seemed about to 
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belost. A flurry of activity in and out of 
parliament in the ensuing week by First 
Anti-Aircraft Artillery Battalion com- 
mander Lieut-Col Surapan Pumkaew 
— leader of the Class 20 graduates from 
the Chulachomklao Military Academy 
who between them command about 20 
combat battalions — was read by local 
columnists as an implied show of force. 
Five days after the original cutback 
proposal was approved by the scru- 
tinising committee, Chaovalit sent a let- 
ter to budget bureau director Bordi 
Chunnananda seeking an additional 
Baht 53.2 million for the secret fund. 
The army chief reportedly cited new 
security requirements along the Thai- 
Cambodian border to justify the in- 
crease. Bordi told a subsequent meeting 
of the committee that the bureau had 
agreed to expropriate an extra Baht 12 
million, or 22.5% of the army request. 


|? his typical non-confrontational 
approach, Chaovafit played down 
speculation that the army was attempt- 
ing to upstage the parliament. He told 
the REVIEW: “The foriginally proposed] 
secret fund was worked out two years 
ago as a routine matter. The situation 
has since changed. Any government 
agency can ask for more funds as and 
when necessary. There is nothing un- 
usual about it.” 

Disbursement of this item is secret 
by nature. While individual army lead- 
ers in the past have been known to use 
money from the fund to build up their 
own power bases, it is said today to be 
spent on rural civic-work programmes 
and security-related missions. The 
army's Original budget request of Baht 
289.9 million was identical to that of fis- 
cal 1986, which ended in September, 
though the aggregate budget for the en- 
tire army has dropped marginally to 
Baht 18.78 billion. 

Privately, several senior officers 
have expressed indignation over what 
they see as the wastefulness and politi- 
cal nature of a Baht 2.5 million annual 
"development" budget allocation for 
each of the 347 MPs. One said: “To- 
gether they [the MPs] get nearly Baht 
900 million a year, the bulk of which is 
spent on unconstructive areas with an 
aim to ensure their re-election in the fu- 
Ene..." 

One result of the secret-fund con- 
troversy is an open split within the par- 
liamentarians' own ranks. It was hardly 
surprising that the Chart Thai Party, 
one of the government's four coalition 
partners, went out of its way to object to 
any secret-fund cut. Chart Thai leaders 
are known to be on intimate terms with 
the military, and selected party mem- 
bers are understood to have received 
campaign contributions before the 
July election. Whether it is by acci- 
dent or design, the split seems to be fit- 
ting into the military's traditionally 
scornful pee te of a parliament that 
is unruly and divisive. Uu 
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FOREIGN RELATIONS 


Snubbed by Gorbachov 


The promised Tokyo-Moscow summit is delayed 


By Charles Smith in Tokyo 


rime Minister Yasuhiro Nakasone’s 

plan to revamp Japan’s relationship 
with the Sov et Union in his final year in 
office may have to be reconsidered fol- 
lowing Moscow’s de facto refusal of a 
Japanese invitation to Secretary-Gen- 
eral Mikhail Gorbachov to visit Tokyo 
in January. If Gorbachov had complied 
with Japan’s desire, it would have been 
possible for Nakasone to make a return 
visit to Moscow during the summer of 
1987, thereby providing a fitting climax 
to the “personal diplomacy” that has 
been one of tae main features of his four 
years in office (REVIEW, 13 Nov.). 

A visit by the Soviet leader any time 
after the start of Japan's regular par- 
liamentary session in February would 
probably come too late to be returned 
before Nakasone steps down as premier 
in the summer or early autumn. Quite 
apart from the timing, the cir- 
cumstances of the Soviet refusal suggest 
either a hardening of Moscow's posture 
towards Japan, or that Nakasone and 
his advisers may have been too optimis- 
tic from the start about the chances of 
pulling off a Soviet diplomatic coup. 

An early visit by Gorbachov appear- 
ed probable until early October when 
Moscow was thought to be not only 
open-minded about its timing but also 
willing conceivably to offer Japan the 
semblance of a concession on the long- 
running Northern Territories issue (per- 
haps in the form of an admission that 
"unsettled issues" still exist in the two 
countries' relationship). Following the 
US-Soviet summit in Reykjavik in Octo- 
ber, however, Moscow "suddenly" went 





cold on the idea of Gorbachov's Tokyo 
visit — or at least was perceived as hav- 
ing done so by Japan's Soviet watchers. 

Attempts to extract a firm commit- 
ment from the Soviets on a date for the 
visit were repeatedly turned aside dur- 
ing November, though Soviet spokes- 
men continued to say that Gorbachov 
was anxious to visit Japan. Finally in 
early December, a senior Soviet del- 
egate to a "private-level" meeting being 
held in Tokyo between politicians and 
academics of the two countries told 
Nakasone that the visit could not go 
ahead without prior agreement on what 
would be discussed. 

The Soviet side was anxious to see 


Nakasone: jilted. 


More trouble than worth 


A Nakasone aide argues for playing down islands issue 


By Susumu Awanohara 


I a just published book, Shin Koku- 
furon (The New Wealth of a Nation), 
influential pepular writer Kenichi 
Ohmae has challenged the sacrosanct 
national consensus that long-strained 
Tokyo-Moscow relations can improve 
only after the Soviets return to Japan all 
four disputed islands of the *Northern 
Territories" (REVIEW, 13 Nov.). 

This is the first time that a man who 
places himself in the Japanese political 
mainstream has defied the consensus so 
bluntly. Ohmae is among the most val- 
ued of Prime Minister Yasuhiro 
Nakasone’s advisers and is credited for 
having correctly predicted the latter’s 


landslide election victory in July. A nu- 
clear engineer and head of international 
consultants McKinsey & Co.’s Japan 
operations, Ohmae adopts a quantita- 
tive analytical approach in solving prob- 
lems. 

Ohmae argues that in this age of 
interdependence, national boundaries 
have lost much of their significance 
and that Japan’s security is enhanced 
the more it penetrates the rest of the 
world through trade, investment and 
personal contact. Helping Moscow de- 
velop Siberia is suggested in this con- 
text. 

Ohmae also believes that the North- 
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n agreements on 
operation and on 
ship," the delegate 
* said. J apan re gards| both of these propo- 
sals as running counter to its basic policy 
of insisting on the signature of a peace 
treaty nk World War II hostilities) 
.| as the formal step towards better rela- 
1, dons — and of making the talks on that 
"treaty. conditional o on a previous settle- 
'rthern Territories issue. 











































ment that the talks 
nan open atmos- 
a written agenda. 
itely admit that Japan 
more specific, Nakasone — 
ve over-estimated the chances of 
ry visit by Gorbachov.. 
Nakasone’s judgment, according to 
his view, may have been clouded by his 
own anxiousness to visit Moscow before 
. hé steps down as premier. Four Japan- 
ese. prime ministers, including Naka- 
sone, have visited Moscow since the war 
| but Nakasone attended the funeral 
_-of Gorbachov’ predecessor Konstantin 
^ Chernenko i in 1985; 
The postponement of Gorbachov's 
January visit. means that Japan's 
Slee Foreign. Ministry now has little choice 
butto wait for Moscow to name an alter- 
date — or not, as the case may 
while, the ministry is having to 
scramble to fill Nakasone's schedule 
during the first four weeks of 1987 when 
parliament will be in recess. 
A trip to Eastern Europe (the first 







































known to be under discussion but the 
ministry may have waited too long to 


of the countries c ncerned. If all else 
» | "fails the prime. minister could be reduced 
~~ | to undertaking a tour in support of pre- 
| > fectural | O facing election in 
: April. ü 


5 rn Territories belong to Japan but that 
| screaming for their return will not bring 
the desired effect. In case the Soviets 
| decide to return the islands, they will 
surely insist on a quid pro quo — in the 
form of Tokyo's economic cooperation 
or higher fees for its fishing rights in 
. Soviet waters — and Japan would incur 
additional costs for defending the re- 
turned territories. 
A total cost of about ¥2 trillion 
(US$12.3 billion) would work out to 
7€ 60,000 for each Japanese. Will the Ja- 
panese want to pay this price for the 
| perhaps 2,000 families who may return 
to the islands, fishery and tourist-indus- 
try interests and the p e of eating 
cheaper seaweed, Ohmae a 
Obviously, Ohmae is flying a trial 
balloon for Nakasone. Moscow will wel- 
| come Ohmae's views, but the Japanese 
| public i is probably not quite ready to ac- 
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21 " Paisal Sricharatchanya in Bangkok 
| response to the | 
for preconditions | 
hat they had gone 


 aganda attacks against each other, urge 


the Mekong River by border residents 

trade and investment. 

T slash a long list of strategic goods, the 
| for a post-war Japanese leader) is 

- from 273 to only 61 items: A formal an- 


HO EM | nouncement to that effect is expected. 
=|- start contacts with the governments | 


-more touchy issues that apparently re- | 


support for Lao rightwing resistance 


Thais responded with charges that Vien- 
| (New Party), a small pro-Vietnam break- - 


Party of Thailand said to be active in 


old ties 


Thai visit to Laos helps 
improve relations 


| fter months. of Vientiane-initiated 


-FA friendly overtures, Thailand and || - 
Laos have moved towards: reconcilia- . 
“tion after.nearly two years of strained | 
relations caused by the armed conflict dE 


over three. remote border villages in 
early 1984. 


widely publicised visit to Vien: I 


tiane on 27-29 November by a senior 
Thai delegation produced rapport on a 
number of non-controversial bilateral 
matters. But spiced by lingering mutual 
distrust over several sensitive issues, 
mostly related to security, both coun- 
tries apparently remain a distance 
apart. Much now will depend on follow- | 
up goodwill before their traditionally 
friendly ties return to normal. 

Both sides agreed to stop prop- 


their respective governments to refrain 
from using force in settling any future 
border disputes, allow more access to 


and explore new avenues to promote 


As a goodwill gesture, Bangkok de- 
cided in principle before the. talks to 


export to Laos of which was prohibited, 


However, the Bangkok. press — 
which played up the positive aspects of 
the visit — made little mention of the 


mained unresolved. 


One authoritative source who attend- - 
ed the talks told the REVIEW that the Lao 


accused Bangkok of collaborating with | 


the Chinese in providing clandestine | 


movements allegedly operating from 
Thai soil, and criticised the continuing | 
efforts to establish a Thai-US war-re- 
serve stockpile (REVIEW, 20 Mar.). 
According to the same source, the 


tiane has been supporting the Pak Mai 
away faction of the outlawed Communist 


areas opposite Thailand's Chiang Kai 
and Nan provinces, and turning a blind 
eye to growing heroin production, al- | 
legedly financed by Thai traffickers. 

“Some harsh words were exchanged 
but all this was done in a frank and open 
manner," said another senior Thai 
source. In the end both sides took note 
of each other's charges, which implied 
they would be duly investigated. 


The Thai delegation leader was | 
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Artin Panupong, a respected and well- 
rounded veteran diplomat and a former 
deputy foreign minister who currently 
serves as foreign-affairs adviser to the 
prime minister. Although he has no 
policymaking power, his recommenda- 
tions will carry weight. 

Vientiane’s overtures — dating back 
to a congratulatory message sent in Au- 
gust by Lao Premier Kaysone Phomvi- 
han to Thai Prime Minister Prem Tin- 
sulanond on his reappointment — were 


| a response to Soviet leader Mikhail 


Gorbachov's initiative in July calling 
for Sino-Soviet rapprochement. They 
also drew upon the reservoir of good- 
will existing between the two neigh- 
bours. 

But it was understood Laos also har- 
boured a genuine desire to broaden its 
trading and economic links with Thai- 
land as a means to improve the 


.| lacklustre Lao economy. A recent 


World Bank report said the country was 


| plagued with various*economic woes 


_ ranging from a burgeoning external 
. debt to stagnating export earnings. 


he importance of the economic im- 
plications was reinforced by the fact 
that the Lao tried to link the continuing 
but separate negotiations over a new 
electricity sales agreement to the broad- 
er policy framework of improved rela- 


| tions. Electricity sales to Thailand have 


accounted for roughly 75% of Laos’ 


. total export receipts in recent years. 


However, the previous agreement, 
under which prices were subject to an 


| automatic annual escalation, expired in 


September. Given the international oil- 
price decline since early 1986 plus the 
projected unwillingness by Thailand’s 
power-generating agency to pay more 
than its own production costs, Laos’ 
earnings from this vital source may be 


. cut by as much as half, dealing a serious 


blow to the weak economy. 
Arun apparently capitalised on 


| these trends to Bangkok's benefit. It was 
| during the second session that both 


sides traded the charges and counter 
charges. 
While denying any Thai military pre- 


. sence in the disputed villages as well as 


any assistance for the Lao resistance, the 


| Thais explained that Bangkok has no 


. policy of holding back refugees. 


Vientiane has so far failed to respond 
to a repeated Thai call for a joint deter- 
mination of the disputed areas by using 
a neutral team. 

In responding to the Thai allega- 
tions, the Lao denied any knowledge of 
Pak Mai. They also said the opium pro- 


| duction was for medical purposes. 


| 


Sources said an emergency meeting 
of selected senior Lao officials was con- 
vened after the second session and the 
Lao position visibly softened in the third 
and final round. Both sides finally de- 
scribed the talks — particularly the con- 


= sensus on the non-sensitive issues — as a 
| success. 
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Crying out for a quorum 


The politics of patronage has little interest in parliament 


By Husain Haqcani in Islamabad 


ess than two years after their elec- 

tion on a non-party basis, members 
of Pakistan’s national assembly appear 
to have lost interest in the proceedings 
of the legislature. The current session of 
the assembly is running behind schedule 
and its meetings are delayed almost 
every day due to lack of a quorum. 

The relatively small group of opposi- 
tion MPs blames the ruling Pakistan 
Muslim League (PML) for failing to 
generate interest in the assembly’s pro- 
ceedings. Division and indiscipline 
within PML ranks has made it difficult 
for Prime Minister Mohammad Khan 
Junejo to fo-ge a cohesive legislative 
group. 

Although the PML was formed in 
January immediately after the end of 
martial law amd two separate opposition 





Zia: more wort for MPs. 


groups came into being later in the year, 
the speaker ef the national assembly has 
delayed formal digg pecias of these par- 
liamentary groups. Seating in the house 
continues t» be on an alphabetical 
basis as in the original non-party as- 
sembly and the parliamentary tradition 
of division of time between treasury 
and opposition benches is not main- 
tained. 

The conduct of the parliament has 
come in for criticism from politicians 
outside the house and from the national 
press. “Members of this assembly have 
shown little concern for national is- 
sues," observed Fazalur Rehman, a 
leader of the 11-party opposition al- 
liance, the Movement for Restoration 
of Democracy. He added: “The priority 
of MPs seems to be to secure personal 
privileges and ensure their share in dis- 
tribution of patronage." 





Newspapers have also pointed out 
the irresponsibility of ruling party MPs 
and ministers, most of whom are either 
absent or arrive late for meetings of par- 
liament. Under the rules, proceedings 
of the assembly cannot start in the ab- 
sence of a quorum comprising one-fifth 
of total members though debate may 
continue without a quorum as long as no 
member draws the speaker's attention 
to the lack of a quorum. 

The total number of ministers, 
ministers of state and parliamentary 
secretaries at present is close to the 
number of MPs required to form a 
quorum. The press has also criticised 
ministers for inadequate preparation on 
important issues resulting in lowering 
the standards of parliamentary debate. 

The leader of the parliamentary op- 
position, Fakhar Imam, who was also 
the assembly's first speaker, remarked: 
"The responsibility for providing a 
quorum and drawing the assembly's 
legislative agenda rests with the treas- 
ury benches. The government will have 
to improve its performance if it wants to 
maintain the credibility of the present 
system." 

PML leaders reject the criticism say- 
ing Pakistan's parliamentary system is 
at an early stage of evolution and should 
not be judged in comparison with ad- 
vanced democracies. They point out 
that President Zia-ul Haq has more 
than doubled the number of constitu- 
tionally mandated working days for par- 
liament, increasing the workload of 
MPs at a time when they are also 
struggling to organise within their con- 
stituencies. 

According to the PML’s finance sec- 
retary Mohammad Asghar, the present 
national assembly has already held 
more sessions per year than previous 
Pakistani parliaments and the quorum 
issue has also been less grave than in the 
past. 

Criticism of the current parliament 
appears to be greater mainly because of 
opposition to its very existence from es- 
tablished political parties. The PML has 
failed so far to organise effectively at the 
grassroots level, making MPs feel 
insecure about their political future 
in the event of party-based general elec- 
tions. 

Instead of focusing their energies on 
parliament they seem to be concentrat- 
ing on building their constituencies’ po- 
litical machines. Some MPs have also 
started a campaign to annul the ban on 
defection from parliamentary parties in- 
troduced last year, so that they may 
switch parties if necessary. ü 
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* From its inception, 
ATOCHEM has asserted 
itself as a decisive determined 
organisation with confidence 
in the future. 


Its philosophy: team spirit, 
efficiency and performance. 


ATOCHEM 


4, cours Michelet 
| : La Défense 10 - Cedex 42 
Men of action, 92091 Paris La Défense (France) 


like Dieter van der Beek. | £ SA — Tél.(1)49.00.80.80-Télex: ATO 611922 F 


ATACHEM . THE WAV ENDWADN 


Its main trump card: 
the quality of its products and 
of its personnel. 


BABC 


Your German partner for | 
energy technology and et 
in industrial plant construi 
engineering A major pioneer in power 


our company: G.H. Babcock. 
Technologically speaking, we 
are very much his successors, 
while economically and in terms 
of corporate policy, we are an 
independent group of com- 
panies headquartered in one of 
the industrial centres of the 
Federal Republic of Germany. 
With more than 80 companies, 








Energy technology Hong Kong Singapore Australia 

: : : Deutsche Babcock Group Deutsche Babcock Group Deutsche Babcock Australia Pty. Ltd. 
fet pamontal engineering 5 DO, Box 8395 10-01 Shaw House PO. Box 57, NSW 2065 Sydney 
Process engineering Tel. 81048 48 Tel. 7345039 Tel. (2) 4392377 
Mechanical engineering Tlx. 60764 Tlx. rs 26870 Tlx. 20756 


a workforce of around 22000 
employees and a worldwide 
network of distribution and ser- 
vice subsidiaries, we offer 

an exceedingly wide range of 

products and services. 

Ve are actively engaged in 
many countries around the 
world, offering our skills and 
cooperation in the solution of 

technical and industrial prob- 
lems, and in the introduction of 











ress and success 
mental engineerin 
and mechanical 


future-orientated technologies 
for the securement of long-term 
economic success. 

With decades of experience 

to fall back on and our own 
extensive research and devel- 
opment effort, we in our role as 
engineering company and con- 
tractor, plant constructor and 
mechanical engineering com- 
pany, have mastered a wide 
spectrum of processes and 
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designs which ensure hic 
efficiency, availability and 
reliability. Babcock is worth 
looking into - why don't you 
for some more detailed inf 
mation? : 





Deutsche Babcock A 
Postfach 1003 47 

D-4200 Oberhausen 
Fed. Rep. of German 
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oldest bank. And the one 


with plenty of new ideas. I Wecar m. you take 
First Hawaiian Bank. - care of Sour Hawaii 

We recently added a repre- : ‘investments or properties 
sentative office in Hong Kong. So with ease and convenience. 


P^ And both of our Asia offices are 
well-equipped to assist you if 
you're ready to start investing 


we can serve the dynamic Southeast Em 
Asia region better than ever before. Sd 
From both Tokyo and Hong Kong. 


We arent the only Hawaiian T in the United States. 
Bank in the area. But we're the most ^E Now Hong Kong and Hawaii 
experienced. are indelibly linked. Because the most 
First Hawaiian is the second oldest bank experienced and innovative bank in 
in the entire American west. And our ties Hawaii has arrived. First Hawaiian Bank. 
with the Far East and Southeast Asia have Talk with us first. 


The second oldest bank in the American west is here. 
^^. First Hawaiian Bank 


We say yes to you. 


Over 50 offices in Hawaii, Guam, Tokyo and Grand Cayman. 
Telephone: (5) 250553 in Hong Kong, (03) 201-6081 in Tokyo. 
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c For more information write to: P.O. Box 45068, Les Angeles, CA 90045-0068 USA. 
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HONG KONG NEW YORK 
Welcome to TAIPEI CHICAGO 


Jundreds of business choices, coast to coast. And 9 nonstop wu ame seou, m SEATTLE/TACOMA 
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E AVE great admiration for those 
ople who, unlike myself, have dem- 
rated sufficient will and determina- 
tion to give up one of the most wide- 
| spread of popular addictions, smoking. 
| | Or, bearing in mind Mark Twain' s re- 
f. mark that nothing was easier than giving 
-| up smoking; he'd done it dozens of 
| times — as indeed I have — T'd better 
-| admend that to recording admiration 
| forthose who appear to have given it up 
for ood, 
.. Such admiration very quickly turns 
to active dislike, however, for those 
people who. have not only given up 
.| cigarettes but who crow smugly and at 
| boring length about their achievement. 
_ And, as for former addicts who object 
to those who still smoke, they are posi- 
tively unspeakable. 
€ ON the whole, it is a mistake for any 





government to legislate against ac- 
| tivities which a great many people are- 
"ER to. do anyway (with obvious ex-^ 






o eA in question is 


JS was a stupid attempt 
to eee against human nature and 
caused ordinary citizens who simply 
wanted a drink to break the law. It also 

| glamourised law breaking, as well as 

| handing enormous revenues and power 
| to-the criminals who supplied the de- 
mand. 
The same is true of prostitution: 
legalise the oldest profession and ste 
| can be taken to arrest the spread of dis- 

{> eases and piven the exploitation of 

| women and young girls, Outlaw it, and 

«| those who benefit are not the prostitutes 

but the protection racketeers, the cor- 
rupt, the pimps: and doctors who spe- 
 €ialise in treating social diseases. 
@ FOR several years now the anti- 
smoking lobby has been getting louder 
and louder in Hongkong, with à great 
deal of government encouragement and 
ancial support. The same pompous 

.| voices adjuring citizens not to litter or 

| do anything to harm the environment 
| (speaking on behalf of a government 
which pumps raw sewage into coastal 
waters and dare not legislate against the 









big polluters of industry), use the media - 


to deliver little Confucian homilies to 
the man in the street about the anti-so- 
cial natuse of smoking and its attendant 
health hazards. Now it is proposed to 
ban smoking | advertisements from TV. I 


suppose we in the print media should . 


welcome such a stupid step, for it will 
presumably mean advertising budgets 
are reassigned, while funds spent on 
sponsoring sporting competitions, for 
example, willincrease. 

| read with mounting dismay that 
Singapore is going even further. Having 
banned cigarette advertising almost 
totally since 1970, it has now launched a 
full-scale campaign aimed at eradicating 
smoking, gitding up the considerable 
power of its official. loins to make 






to others). Thus, pro-- 






all smokers feel like social pariahs. 
€ | HAD always assumed. that the 
motivation behind such campaigns was 
blameless. After all, the anti-smoking 
campaigners seemed rather like the 
anti-nuclear or unilateral disarmament 
lobbyists: they might be short on logic, 


tioned busybodies. _ 
The statistics on lung cancer and 
heart disease appeared to indicate that 


nurses, clinics and hospitals and that 
people, if they did not live longer, 


And, it must be admitted, the pro-to- 
bacco lobbyists’ claims that advertising 


_ Was not designed to persuade people — 


particularly young people — to start 
thin, if not disingenuous. 

e HOWEVER, 
vertising bans achieve nothing, or are 
even . counter-productive. 
and most of its Eastern Europe empire), 
nevertheless resulted in consumption 
1984. 


In various 


tising bans have had little discernible 
effect and in Thailand, Taiwan and 


to rise. 
Other research shows that smoking 


year ban while in Ital P it’s up by 68% 
after a 22-year ban. Furthermore, the 


terms than in Hongkong. 
€ NONETHELESS, life is being made 


~~ in public transport, the underground 


railway, lifts and even some restaurants 
— smoking is forbidden, while a recent 


front: 





questioned the motives of the anti- 
smoking lobbyists until a small party the 
REVIEW recently threw in London at 
which one of the honoured guests was 
the sainted satirist and holy scribe Au- 


ao of editorship, of the lively 


but they sounded just like well-inten- - ! : ierabh ic 
| the English language, not least with 
-verb “to 


pressure would be taken off doctors and - 


would at least die of other diseases. . 


smoking, but to switch brands, sounded 


there are statistics, - 
gathered by the International Advertis- | 
“ing Association, which indicate that ad- ^ 


In eight. 
socialist countries. (the Soviet Union 


the lack of tobacco advertising has | 


increasing by 30% between 1970 and. 
| non-communist | 
economies (including five European | : 
and three Asian markets), such adver- 


Singapore consumption has continued - | 10 
. less likely to ask their doctor 


—G — HE eye te 


is up in Singapore by 12% after a 14-. 
| mitsuicide.- 


numbers of young smokers (aged 7-15) | 
~have increased: they have doubled in | 


Norway (where there is a ban) and are | 
10° times as numerous in percentage | 


more difficult for the Hongkong. smoker | 
| price to pay for the t 


visitor, David Chard, got into a taxi to | 
be faced with this notice on the seat in 


€ NEVERTHELESS, I repeat, I never 


beron Waugh (now also suffering the 











ary Review). 


from John Pilg 


"enl out to Bors pert 
| Bangkok schoolgi 3 


| accidents of any in the world, apart fr 
| Sweden. Similarly, 

| doubt that alcohol drives a few peo 
| round the twist but the number cla 


ih 


magazine for the thoughtful, m 
‘Bron’ Waugh | 

charming habit of referring to all 
— or at least those who publish hi 
ings — as if they wore a halo 
thoroughly merits to be "ensky'd. 
sainted" himself. 
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Pilger, by a Tha ma 
toa dispute in which we were eg 
of some service REVIEW, 16 Jul 
Waugh has. been in tou 
"Forest, " a smokers' rights orgi 
in Britain which explains th 
hysteria ag g i 



























makers can bribe doctors. It t argue y 
smokers - are Jess. Aik ely. m 


tivé as Cigarettes. "Thus 
might well establis 


depressant drugs and that people 
them are inherently more likely to 


€ MUCH the same goes for the an 
cohol lobbies. In Britain it is cla 
that "alcohol misuse is annuall 
sociated with over 4,000 deaths, 5 
convictions for drunk driving and: 
first admissions to psychiatric. h 
tals.” As Waugh comments; ^ 
thousand deaths a year Seems. a 


. The 50,000: convictions for 'dru 
driving are evidence of no more tha 
campaign against alcohol in à cour 
which has the lowest rate of fatal 


there can be. 


— 5,000 a year — is infinitesimal ci 
pared to the numbers that it. kee} 
sane. 

Thus the do-gooders, pushing th 
campaigns both against smoking 
drinking, acquire a rather more sinis 
aspect; perhaps they wish nicotine z 
alcohol to be replaced by the ot 
drugs which. they are paid so hà 
somely to prescribe. It is a warmi 
Waugh-like thought: that all those h 
toring, boring do-gooders are know 
or unknowing. agents of the > druggi 




















































l n many politizal situations, the sudden 
death of a major participant could 
alter the whole equation. it is 
symptomatic of the one-sideness of the 
Sino-British relationship that the sud- 
den death in Peking of F ongkong Gov- 

ernor Sir Edward Youde is unlikely to 
have a major impact on the working out 
of the Basic Law for the future Hong- 
kong Special Administrative Region 
(SAR), whick has reached a crucial 
stage. 

However, political evolution in 
Hongkong itself and British interpreta- 
tion of the Sino-British agreement on 
Hongkong may well still have some in- 
fluence on the Basic €: so the matter 





and which parts of the Chinese Con- 
stitution would apply to the SAR, and 
the right to interpret the Basic Law. . 
The formztion of political parties, 
the question cf nationality and the poli- 
tical rights of SAR residents also re- 
quire further clarifications. One of the 
most crucial matters — the role of the 
Chinese Communist Party (CCP) in the 
SAR — would not be written in the 
Basic Law, said BLDC secretary-gen- 
eral Li Hou. Li said the CCP has always 
existed in Hongkong but it did not 
openly operate as a political party. 
Details of she Basic Law which have 
emerged so far look like the joint dec- 
laration minus all the frills and am- 
biguities. In 1984 the Hongkong people 
were told the SAR would be adminis- 
tered by "local inhabitants" and would 
enjoy "a high degree of autonomy." 
The chief executive would be selected 
by "election or through consultations 
held locally." Peking would appoint the 
chief executive and principal officials 
nominated by him. The executive would 
be accountable to the legislature, which 
would be “constituted by-elections.” 
“There were no clear definitions of “a 
high degree of autonomy,” “local in- 
habitants” or “accountable.” However, 
it was made clear that Peking had the 
power of veto over the appointment of 
the chief executive, who would have 
substantial power and would. be ac- 
countable to the Peking government as 
well as to the SAR. Although the 
method for selecting the chief executive 
has not yet been decided, Chinese offi- 
cials have  ndicated they preferred 
selection by a grand electoral college of 


"Er E at the third 

$T: | plenary session of the 
VA BLDC held in Peking 
fae, M from 29 November to 
—w W2 December. A first 
M draft of the law will be 


: promulgated by the Chinese Na- 
nal People's Congress (NPC), which 
to approve it, in 1990. 
he third plenary session, chaired by 
> councillor and head of the Hong- 
y Macau Affairs Office, Ji Pengfei, 
d reports from five subgroups. 
dealt with the relationship be- 
‘n the central government and the 
R; righs and duties of Hongkong re- 
$; the political system; the econ- 
education, science, technology, 
i a and nen. Discussions 


OI g BLDC membr Louis Cha, 
lisher of the Chinese- -language daily 
Pao, said rapid progress had been 
ide since the second BLDC plenary 
sion in April. — 

Juring previous BLDC subgroups 
ngs, arguments had arisen over 
'y areas in the accord concerning the 
litical structure and conflicts between 
nese and Hongkong laws. Among 
he unresolved issues the most contro- 
ial ones are how to select the SAR 
ief executive who will replace the gov- 
or; should there be direct elections 
legislature; what Chinese laws 
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| A gap atthe top 


The law takes shape 






is 


of who is the next governor is not 
academic. — = 
It says something ah 
situation that Hot ikong ig, the 
which was decided by the joint declara- 
tion signed. in December 1984, was 
not a party to those negotiations, and 
Youde, one of the architects of the joint 
declaration, only attended in an un- 
official capacity as part of the British 
a 
d ud the same lack of influence. is 
clear in the working out of the Basic 
Law. For though the Basic Law Draft- 
ing Committee ( BLDC) has Hongkong 
members, not onk -they in the 
panes! compared . with  fhose. from 
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several hundred worthies, with the can- 
didates nominated by a special body to 
ensure acceptability. 

The political subgroup proposed the 
SAR political system should be based 
on the concept of the separation of the 
powers of the executive and legislature, 
as in the US system, with checks and 
balances between the executive and 
the legislature and an independent 
judiciary. A final court of appeal would 
be set up in Hongkong. The powers of 
the chief executive would be to lead and 
represent the SAR government; nomi- 
nate principal officials who would be ap- 
pointed by Peking; sign and publish 
laws; appoint and dismiss civil servants 
and judges, and handle foreign affairs 
delegated by the central government. 
The chief executive's term of office 
would be four or five years and could be 
extended once. 


E ES powers. of the legislature, the 
subgroup initially proposed, would 
be to enact laws; approve the budget, 
taxation proposal and public expendi- 
ture; receive the executive's policy re- 
port and question government depart- 
ments; receive complaints from resi- 
dents, and impeach the chief executive 
in case of serious illegality Or gross mis- 
conduct. Such an impeachment would 
require a two-thirds majority. | 
One of the most sensitive and con- 
troversial issues is the. question of direct 
elections to the legislature, because the 
decision would affect. the Hongkong 
Government's political review. in 1987 
and the possibility ing direct elec- 
tions in 1988. € n nd British offi- 























hey were all chosen by Pekin 

DE e death of Youde has added one 
| more element of uncertainty to the 
existing nervousness over the future, 









"Law will, as it is supposed to, provide 
|- Hongkong with a large measure of au- 
-tonomy from Peking and protect the 


* 


.|.; «Officially, Youde was in the Chinese 
| capital with a trade mission from Hong- 
| kong, but had held talks on the political 
| future of Hongkong with Chinese Dep- 
| uty Foreign Minister Zhou. Nan the 
. night before he died. Since he had re- 


cently visited London, it is assumed he 


was relating Britain's latest thoughts on 
outstanding issues, including the politi- 


cal review to be carried out in 1987 and 
political reforms likely to flow from 


the 


it in 1988, though no details of these 
g 


talks are known. 






cials have held numerous discussions in 
the past few months. It is understood 
Britain will only r 
the green light. The Chinese have said 
they are not against direct elections, but 





ui. 


emphasis on "convergence" between 
|. political reforms and the Basic Law. No 
. fundamental changes will be made with- 
out Peking’s assent. k 
. Hongkong BLDC members are split 
into two camps on the issue, as on many 
| Others, with the majority opposing di- 
rect elections, and at most only wanting 
| to see a small percentage of directly 
| elected seats with nominations of candi- 
_ dates tightly controlled. The split within 
. the BLDC reflected a similar difference 
of opinion in the community and within 
the Basic Law Consultative Committee 
(BLCC), a 180-member body set up to 
collect. and collate Hongkong public 
opinion on the Basic Law. 
> In what is seen by some Hongkon 
members as a delaying tactic, the BLD 
has decided not to discuss the political 
subgroup report until next August, sev- 
eral months aftet the Hongkong Gov- 


ernment's green paper — consultative : 


document — on political reforms has 
been published. | 

. While attention is focused almost 
exclusively on direct elections, ques- 
tions on fhe powers of the chief execu- 
tive and the legislature and the relation- 
ship between the two were settled with- 
out much dispute. A Chinese source 
said "Hongkong run by Hongkong peo- 
ple" meant Hongkong run by civil ser- 
vants. But there was little attempt to 
discuss to whom the civil service would 
be answerable, and whether principal 
officials would be civil servants or politi- 
cal appointees. 

The BLDC subgroup report on the 
relationship between the SAR and cen- 
tral government said the SAR will be di- 
rectly. under the central government, 
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- largely hinging on whether the Basic 


right of the people to carry on living asé 
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| Flashback to Sino-British negotiations, 1983. 


only proceed if Peking gives 


























which will be responsible for the SAR’s 


foreign affairs and defence. China has 
_ the right — which it has said it will exer- 
_ cise — to station troops in the SAR but | 
they will not interfere with internal af- 
fairs and will obey SAR laws. Defence | 


costs will be borne by Peking. 


Tr power to interpret the Basic 
WM Law belongs to the NPC standing 
committee and most members agreed 
the NPC has the power tó scrutinise 
SAR laws to see if they contravene 
the Basic Law, though a minority of 
Hongkong members argued that such 
matters should be decided by the SAR 
courts. 3 | 

One of the dissenters, Martin Lee, a 
lawyer, was concerned that the drafting 
process was being rushed unnecessarily: 
"Many Hongkong people can't keep 
track with developments and. are left 
way behind, including members of the 
BLCC,” he said. 

There is also disagreement on the re- 
lationship between the Chinese Con- 
stitution and the Basic Law. The sub- 
group proposed that the whole of 
China's constitution should have effect 
in the SAR but parts related to socialism 
would not be applied. Lee has suggested 
articles of the Chinese Constitution 
which apply to Hongkong should be 
listed clearly. 

During the meeting, mainland 
member Wu Jianfan, a legal expert, 
raised the spectre of Chinese laws being 
applied to Hongkong, such as the na- 
tionality law, and laws on defence and 
foreign affairs. He said this should be 
decided by the NPC standing commit- 
tee. This is seen by some Hongkong 
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capitalist lifestyle for 50 years after 19! 







































people as the thin end of the wedg: 
casts a shadow over the *one-cou 
two-systems" concept. ES. 
© As for amendments to the B; 
Law, the subgroup proposed that. 
State Council, the NPC standing cor 
mittee and the SAR should: all 
rights to amend it. It agreed that. 
principles such as a high degree of. a 
tonomy and the preservation o 





could not be amended. . 
The. economy subgroup propo 
that the relevant sections in the 
declaration dealing with the econo 
be adopted. It also proposed 
SAR's revenue and expenditure sh 
be based on the principle of a bal 
budget. There should be an indep 
dent, low taxation policy. It propose 
free and open monetary system and; 
licy: the SAR would continue to b 
international financial centre; cir 
tion and issuance of the Hongkong c 
lar would continue; there would be 
exchange control, and markets fé 
foreign exchanges, gold, securities. 
futures would remain open. | 
There would be continued emph 
on free trade, with the maintenance 
a free port, separate customs territor 
exclusive rights to quotas, tariff pri 
ferences and. other similar arrange 
ments, and the issuance of certificate 
of origin of products. The subgrou 
proposed the SAR government shoul 
create conditions for the developmen 
of manufacturing industries and real e: 
tate. It also recommended a completel 
free policy on commerce and appre 
priate policy to. promote and develo 
tourism. A policy on agriculture an 
fisheries would also be devised. | 
As for shipping and civil aviatio 
management, the subgroup said th 
joint declaration had provide 
adequate details. Since talks were g 
on in the Sino-British Joint Liaiso: 
Group, the group proposed to waiti 














































‘he : esidents' rights and duties iub 
teda a number of db and free- 





Can Mes that all Hone. 
ng residents, regardless of nationality, 
ce, sex, profession, religion, educa- 
n or wealth, should be equal before 
he law. Lawyer Liu. Yiu-chu said the 
'rding of the report was very similar to 
Chinese Constitution. She warned 
hat such "unconscious modelling" of 
e Basic Law on the Chinese Constitu- 
could jeopardise the one-country, 
“systems experiment, ending in 
e-country, one-system." 
he subgroup report repeated the six 


or 


7| The aim of the Hong- 
j kong Basic Law, a 
mini-constitution for 
the Hongkong Special 
Administrative Re- 
TB gion (SAR) when the 
M Wterritory reverts to 
£2. 9M Chinese sovereignty 
1 , Was viue to be to ensure 
hatthe SAR enjoys the "high degree of 





stability and ultimately lead to the 
cess of the "one-country, two sys- 


s” experiment, brainchild of China's 
r statesman Deng Xiaoping. 





ocess, it appears that the approaches 
tactics adopted by China, Britain 
nd Hongkong may not bring about the 
esired results. The drafting process is 
minated by China's mistrust of Bri- 
n and of the Hongkong people, in- 
iding those handpicked by Peking to 
lp with the drafting. The promised 
utonomy is, therefore, in doubt. 
rom. the outset, China has claimed 
at the. drafting of the law was 
'hinese business." This was despite an 
dertaking by Britain and China that 
e policies for the SAR outlined in the 
oint declaration would be stipulated in 
he Basic Law. In excluding Britain 
rom the drafting process, China has 
i a the sole right to interpret the 


ign cant anit: dealin g with controver- 
rey areas such as elections, accoun- 
ty, autonomy and the power to in- 
ret and amend the Basic Law. 
n the Peking-appointed 58-member 
asic Law Drafting Committee 
LDC), 23 are Hongkong people. Of 
iese, the only person privy to some of 
he negotiations leading up to the joint 
leclaration is E xecutive Council (Exco) 





 categori pet 
- joint declaration who will have the right 


defined as 


nomy" promised in the Sino-British . 
nt declaration, preserve prosperity - 


‘One-and-a-half years into the drafting | Th 


| 

| 
of abode in the SAR. These include 
Chinese nationals born in Hongkong or 
have resided 11 Hongkong for seven 
years continuously and their children; 
people who have lived in Hongkong for 
seven years and their children who are 
under 21 and born in Hongkong, and 
those who have no right of abode.else- 
where before 1997. 


he question of nationality was 
raised in coanection with the right to 
vote and to stand for elections. It was 
originally decided that all permanent 
residents — taose who have lived in 


Hongkong for seven years — would be 


“local inhabitants" and 


would enjoy political rights. But Hong- 


irst meeting of the BLDC in Peking. 


and  Legiskative Council (Legco) 
member Maria Tam. Many of the main- 
land BLDC members — including Dep- 
uty Foreign Minister Zhou Nan, Li Hou 
and Lu Ping of the Hongkong Macau 
Affairs Office — have taken part in the 
Hongkong talks and do not hesitate to 
use that advantage to try to impose their 
interpretations of the joint declaration. 
Furthermore, some mainland members 
are seasoned international negotiators 
and are serviced by experts from the 
Chinese Foreign Ministry and the 
Hongkong Macau Affairs Office. Pitted 
against them, the Hongkong mem- 
bers look uninformed and unpre- 
pared. 

The Hongkong members, with their 
divergent »ackgrounds and lack of 
knowledge on constitutional laws, were 
selected mainly as a show case for con- 
sulting Hongkong people. They were 
supposed :o be ceremonial appoint- 
ments and were hardly expected to take 
issue with Peking. Therefore, the com- 
munists were surprised when the Hong- 
kong side became clearly factionalised, 
with Martin Lee QC, a former chairman | 


E Arm NARESH ————— ner remit nad tp Afr pp pp pepe Ms 





kong membe st imon Li and Li 
said non ationals should. not 
be given the right to vote. 

The nationality of Hongkong 


Chinese who hold foreign passports is 
also undecided. Given that more than 
half -a dozen Hongkong BLDC mem- 
bers hold foreign passports, the subject 
is close to their hearts. Under the 
Chinese nationality law, all Hongkong 
Chinese are Chinese nationals. The law 
does not recognise dual nationality and 
specifies that only Chinese nationals 
who are close relatives of foreigners liv- 
ing abroad or have other valid reasons 
can apply to give up their Chinese na- 
tionality. 

Eighteen months after the appoint- 
ment of the BLDC, the drafting process 
is shifting into higher gear. Ji said 1987 


XINBUA 


of the Hongkong Bar Association and a 
Legco councillor, emerging as a strident 
critic. 

Neither did they expect Louis Cha, 
publisher of Hongkong's influential 
Chinese-language daily newspaper 
Ming Pao and an ardent supporter of 
Deng, to:come round to supporting di- 
rect elections following his strong op- 
position to China's decision to go ahead 
with the Daya Bay nuclear-power plant 
near the Hongkong border, despite ex- 
pression of grave misgivings, by Hong- 
kong people. 

The Chinese are also unhappy with 
the unpredictable criticism from Liu 
Yiu-chu, a supposedly pro-Peking law- 
yer. Liu was branded “the unguided 
missile” by an official of China’s official 
Xinhua newsagency — Peking's repre- 
sentatives in Hongkong — because the 
communists do not know which pide she 
may attack next. - | 

Despite such minor irritations, the 
Chinese are in full control of the draft- 
ing process, and dissenting voices from 
a few can be diluted or ignored. The 
Chinese will continue to capitalise on 




















| oe cial year for ihe Basie 
| Law andn no doubt most of the unresol- 
ved issues would be settled. Although: 
| Chinese officials have said that until 
| promulgation, the draft Basic Law 
1 
| 












could be changed at any time, many 
Hongkong members of the committee 
believe that once Chinese. have 
come to a conclusion, it would be pretty |- 
difficult to m ke hem hange their. 
| minds. ^ x 
|^ Few Hor gkong BLDC members be- 
lieve the Ds could help to rein- | 
: nfidence, butsaiditis | | 
| hing. All agreed that ulti- |. 
pends on the conduct of the f- 
DUE in demonstrating di 
gkong policy is durable and |. 
* ncere in giving the SAR: an au- de 
: s, separate existence. . geom EE 




































Keak petra 


f livision among "Hongkong mem- |: = um 

pers ‘and eventually emerge as the | — E i 
mediator. The editor of a famous | 
Chinese-language magazine hassaidthe | 
communists are using Hongkong people | 
to counter Hongkong people. When | 
both sides are exhausted, they will |. 
emerge to impose their solution. E 















€ ince the signing of the joint a 
Aw tion, Britain has adopted a policy of 
-quiet diplomacy and non-confronta- 
(ction. It has concluded that to be the. 
most effective way of handling China. 
To many observers, it appears that 
Hongkong i is a closed case as far as Bri- 
tain is concerned. The only thing left for- 
it to do is to preside over 11 years of =n 
transition and try to hand over a pros- 
|. perous and stable Hongkong to Peking. 
| 4n 1997. But in the wider context, the 
British Government has to look after 
| Sino-British relations, which may yield 





























Trade financing? DA loans? internat anal securities? 
In these and other areas of international banking Saitama Bank = 
has established its capability and credibility worldwide. For over 
5 poli tical and economic gains. | 40 years we've built our solid base and sound banki ing system in 
Sut despite little evidence of it, a the Tokyo metropolitan area, Japan’ $ vigorous ecenomic center. 


P 
Hongkong. Government source main- |. | Saitama Bank is fast-growing and forward-looking: Change- 














tains that Britain is doing “a great deal" | oriented.Positive, And assertive — as seen in our electronic 
behind the scenes to influence the draft- banking technology. Grow together with Saitama Bank — sound, 


.] ing of the Basic Law. One specific on experienced and flexible in matching its services to new. 
P which Britain has expressed itself, it is banking needs. — | 


| said, is on the "nonsense" proposed in 













| 
| the BLDC economic subgroup — a re- 
| ference to the suggestion by Hongkong 
BLDC and Legco member Wong Po- 
| yan that the SAR government expendi- 
| ture should be tied to a fixed percentage 
| of the gross domestic product. | 
. On the development of the constitu- 
: tional structure, the source said, the 
| British have tried to persuade the 
| Chinese to move away from the concept 
| of separation of powers which they do |. 
not think suitable for Hongkong, and - 
| to accept some overlapping of pow- 
| ers between the executive and the legis- 
| lature, as is the case at present. And 
though neither Britain nor the Hong- 
| kong Government has taken a public 
stand, the B ritish are said to have told .  &&Saitama International (Hong Kong) Limited: Tel 5-259151-3 Telex: 74215 SUIHK HX eSaltama Australia Finance Limited: 
_| the Chinese that the issue of direct elec- To, 02-235-0344 Telex: 70799 SAIGINAA of: 
3. tions to the legislative assembly * cannot ^ 9hew York Branch #London Branch €Los Angeles Branch & Frankfurt fiepresentative Office &Sáo Paulo: Bejresentatis Office 


ais: $5 RN M eChicago Representative Office &Mexico Representative Office 9 Zürich depen Office Dallas S Pprisen Oe Office: l 
be ducked E The source said China *Saitama Bank (Europe)S.A. @Saitama Finance (Switzerland) Ltd. - 
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am aa (lié British 6verimedt 








that the drafting of the Basic 


Spirit of the joint declaration. So 
in her opinion, 










iplementation of the joint declaration 






ritam has become t too e e e 
xo.many things and has lost the in- 
€ to argue with China over Hong- 

ich they have agreed to hand 
jo matter what, tie said, London | 
luty to see that China understands 
I implementation. of the joint dec- 
in is to give Hongkong a high de- 
of autonomy and that is also in 

: SOUTER " 3 






































à with business ties in China, who pre- 
'ed not to be identified, said the Hong- 
g Government had originally re- 


id Attorney- General Michael Thomas 
is "liaison man" and has put the re- 
rces of. the legal department at his 
posal. It is understood the govern- 
nt has also offered similar assistance 
ther Hongkong BLDC members. 
his member said he welcomed the 
sistance and found the government's 
nalyses and information very useful. 
€ said China does not trust the British, 
uming them to be always looking out 
their own interests. Therefore, 
netimes even if they have good sug- 
tions, Peking does not listen. But if 
same ideas come from Hongkong 
ple. the Chinese might be more re- 


However, he admitted that though 
mainland BLDC members claimed 
t China and Hongkong are one big 
vily, there is clearly an “us and them” 
Pide. "The Chinese: do not under- 
d Hongkong and are afraid of being 
ed, he said. They are unwilling to 
evolve power because they are worried 
iat Hongkong may "rebel." 

..lo compound this situation, some 


ager to protect China's sovereignty. 
he tendency to be *more Chinese than 
Chinese" is rapidly gaining currency 
| Hongkong and within the BLDC. 
a believes some of his Hongkong col- 
agues are too sensitive about Chinese 
sovereignty and tend to protect China's 
terest more than Hongkong's. 
— Emily Lau 


a duty to speak out if they detect |- 
àw is not in line with the letter and 
i it has not been | 
ecc 'Ssary. Tam said Britain's participa- | |: 
on. in the Sino-British Joint. Liaison | 

roup. a diplomatic body to consult on f- 


have significant e effect on the Basic er : 


, Evans; Wilson; Cradock: speculation. 


Hionikong BLDC member, | 





ised to get involved in the drafting pro- - 
$$, but changed its mind recently. He. 








ongkong members tend to be over- 


Asense of loss for 
the quiet bureaucrat - 


a Derek Davies in Hongkong 


E| The main criticism of 
Ffi the late Sir Edward 
Youde as governor 
was that he failed to 
Rs the community of 
RB Hongkong leadership 
= Wor a sense of political 
diréction over the 


tially being decided by Peking and Lon- 
don. Ironically his sudden death has left 
the community feeling even more lead- 
erless and vulnerable. 

The shock of his death was com- 
pounded by the impending retirement 
of the Chief Secretary Sir David Akers- 
Jones and the promotion to London 
(shortly to be announced) of Political 
Adviser Johr Boyd. Thus Hongkong 
has lost or is losing three of the top men 
whose chief duty was to represent 
Hongkong’s interests in the Basic Law 
negotiations and in relations with both 
Peking and London. Although many 
doubted the effectiveness with which 
the case for Hongkong's high degree of 
post-1997 au:onomy was argued, the 
three men bcasted a long and detailed 
mastery of the many, often compli- 
cated, issues at stake. 

Welsh-born Youde’s connections 
with China had deep roots. He played a 
dramatic role in Sino-British relations 
when he was a 25-year-old junior at- 
taché at the Eritish Embassy in Nanjing 
in 1949 during the last stages of the 
Chinese civil war. Communist forces 
had trapped and fired on a British war- 
ship, HMS Amethyst, 160 miles up the 
Yangtse river. Being able to speak Man- 
darin, Youde was sent on a dangerous 
lone bicycle trek through communist 
lines to try to negotiate the ship’s safety. 
The success cf the mission played a part 





mee tt tin 


years during which its future was essen- 


in preserving g Britain’ 's telas with the 
future communist government and 
Youde earned Chinese respect as well 
as a Britsh medal. 

As ambassador in Peking, which he 
became in 1974, Youde emphasised 
good order and correctness in all em- 
bassy matters, but he could hardly be 
called a popular ambassador at the be- 
ginning. One of his first acts was to can- 
cel the weekly poolside gambling night 
with which bored diplomats enlivened 
their evenings. There were grumbles 
that he had difficulty in delegating au- 
thority, and was too much of a stickler 
for the rules. However, he also showed 
humane concern for any of his people 
who had problems, and his wife, who is 
also a Chinese scholar, was universally 
liked. a, 

The genuine sense of loss felt by the 
community over Youde’s death was evi- 
dent in the large numbers of ordinary 
people who queued to register their sor- 
row. The man had died in harness, 
working for Hongkong’s future; the 
No. 1 expatriate who would not leave, 
before or after 1997. The sense of loss, 
however, was hardly a personal one: 
Youde was a quiet, somewhaf anonym- 
ous bureaucrat who was evidently ill at 
ease when faced either with the task of 
communicating.to or mixing with the 
community at large, and restricted most 
of his social contacts to his colleagues in 
government and the rest of the Hong- 
kong establishment. — 

During the years. leading up to the 
signing of the joint Sino-British declara- 
tion, Youde was bound by the confiden- 
tiality demanded by British Prime 
Minister Margaret Thatcher, and could 
do little more in. public than con- 
tinue to claim. that the talks., were DON 





Whén the job calls for delivering heavy equipment, cubic feet of cargo space— 1,311 more than — 
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of the C-130 Hercules transport. another plane. E 
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tability and prosperity.’ 

dis colleagues’ assurances that once 
agreement was signed a newly com- 
cative and outgoing governor 
uld emerge proved illusory. In the 
years since the agreement Youde 
had little to say about the main is- 


gotiations associated with the draft- 
» gkong' S degree of autonomy in 


as had the negotiations which re- 
i | joint declaration. - 

spicions were stiffened by 
e statements on the mat- 


y on such vital matters as the 
n/selection of. the Hongkong 
R’ s chief exei Itive; the accountabil- 
of the executive to the elected legis- 
how that G pn would be 





Neither the Chiñese 
nor the 


‘EL Law Drafting Com- 
‘mittee (BLDC) form 
a solid group. Some of 
the Hongkong mem- 
L2... 34 bers — all appointed 
ek g — are people with clear pro- 
ng affiliations, with a preponder- 
of businessmen and industrialists 
1a handful of professionals. 
But a Hongkong BLDC member 
d that though Peking has total control 
yuld be wrong to think the mainland 
C members are; a. monolithic 


divided: into 
nese officials from the Hongkong 
au Affairs Office, the Foreign 
istry. and Xinhua newsagency 
igkong branch, academics and ex- 

r figures. ‘Due to limited 
e outside world and to 


ower is concentrated" in the hands 
1¢ officials but they. come from dif- 
ent camps with different. power 
. Xinhua is believed to be answera- 
the Chinese Communist Party 
Secretariat, directly under 
General Secretary. Hu Yaobang. 
: . Affairs. Office 
d the Foreign Ministry are under the 
ate Council, which is the domain of 
'remier Zhao Ziyang. b: 

. Waen it comes to devolving power to 


E the nS Siga said, 





ir vested i in- 


at ensuring. Hongkong’ s 


es confronting Hongkong.. His reti-. 
nce encouraged the suspicion that the 


y of the Basic Law which will enshrine 


"s constitution were going as stick- . 


ina’s evident unwillingness. 


Hongkong: 
:| members of the Basic | 


oup. The 35 mainland members can . 
three categories: 


-period to change the system . . 


: terpretation. of the decisión of Hong- 
- kong's Court of Last Appeal. | 


.^ Youde waated.a Hongkong consen- 
sus, but did rot appear to want a con- 
sensus hammered out in terms of public 


.debate.. His was. not among the voices 


urging the community to make known 
their views, as it became apparent that 
they diverged widely between those 


“who equated freedom and autonomy 


with democrazy and a strict guarantee 


of the British legal system on the one- 
hand and these who felt. Hongkong 


should be ruled by a dictatorship either 
of mandarins or of businessmen. 


A’ Lord Kadoorie, head of China 
Light & Power, wrote recently: 


“Unfortunately; there are those who | 


choose.to igncre that Hongkong is not 


and. never has been an independent 


country .. . It i foolhardy at this critical 
. Demo- 


cracy is. a Western ideal... in itself dis- 


e Peking machine. 


térests as ihe official representatives of 


“Peking. in the territory. During the 


transition period, Xinhua will play an 
increasingly important role. In contrast, 
officials from the Hongkong Macau Af- 
fairs Office, because they are more de- 
tached, may be prepared to take a more 
open and liberal view. No matter what 
differences there may be, however, the 
member said, the mainland BLDC 
members settle them behind the scenes 
and do not disagree in public as the 
Hongkong members do. 

The Hongkong BLDC members’ 


open disagreements on fundamental is- |. 
sues such as direct elections and ways to’ 


select the chief executive have aroused 
concern among some Hongkong peo- 
ple, who fear the squabbling may under- 


mine efforts tc secure Hongkong in- 


terests in the Basic Law. 

Although there are 23 Hongkong 
members, it is a striking fact that only a 
handful are prepared to speak publicly, 
and most of them are the “dissident” 
members, including Martin Lee, Louis 
Cha, and Szeto Wah, a legislative coun- 
cillor and president of the Hongkong 
Profesional Teachers’ Union. Just 


about the only thing Hongkong BLDC 


members have :n common are doubts 
about how long the present Chinese 
leadership will stay in power.and whe- 
ther Peking wil, in the end, allow 
Hongkong to maintain its present sys- 
tem and lifestyle after 1997. 

According tc Szeto, disagreements 
are inevitable b»cause members come 
from different backgrounds and repre- 
sent different pcints of view and China 


does not encourege them to get together .j. 





MERC eMe 


-rupt 
confrontational 


BLUE members 


Dire 








Youde's response was a reiteration 


| of his desire that the boat should not be 


rocked, a confirmation of the view that 
Hongkong’ s past progress “was not built 
on conflict and turbulence” and that “a 
constant search for consensus was 
needed.” 

It remained unclear re who 


: would search for the consensus and how 


it would be recognised as one when dis- 


covered without some improvements in 


the mechanisms to ascertain the major- 
ity view. In recent years the nearest 
Hongkong has reached to a consensus 


was the widespread doubts expressed | 


about the Kadoorie-backed plans to 
build a nuclear generator at Daya Bay, | 
just north of Hongkong. It would be 
certainly difficult to establish a con- 
sensus of those appointed or elected 
to Hongkong's.. various ruling coun- 
cils, many. of whose members have 
eee retreated from’ the views 





to improve . m udderctan ding: "The 


. Chinese do not want to see the BLDC 


divided into two groups: those from the 
mainland and those from Hongkong," 
Szeto said. ES 

Another vocal Hongkong meniber 
— though much more an establishment 
figure than a rebel — is Maria Tam, who 
is also concerned about the laek of con- 
sensus. If the Hongkong people do not 
develop “mainstream views" on con- 
troversial political issues, they will have 
their fate decided by Chinese officials, 
she. believes. But if. Hongkong does 
manage to get its act together, she is op- 
timistic that penne will listen. 





| A Hongkong Government source 

said the government was generally 
disappointed with the performance of 
the Hongkong BLDC members, who 
showed a lack of understanding of how 
things work in Hongkong. oe 















| they were expressing two years ago. 
. If Youde failed to provide any public 
leadership .or charisma, those who 
worked closely with him. were loud in 
their praises of his clarity of mind, his 
admirable. performance on paper, his 
chairmanship ol tees and the 
quiet tenaciousne is. diplomacy. 










His death br losest to Hong- 
kong, for it v doubtedly due to 


hard wor unity's _ chief 
har: : den of the inces- 
ling up to and fol- 
igreement and the 
ys between Hong- 
Peking which these 
ntly proved too much 
had undergone mas- 
fore he took up his ap- 





















also played a part. Youde had to remain 


| silent while the negotiations were on™ 


idea of writing a new constitution and 
behave as if they are starting out on a 
blank sheet of paper. Instead they 
should be examining the existing system 
and try to find out what needs to be 
changed," the source said. 

The government source was appal- 


led by what he described as the transpa-. 


rent attempts by Hongkong indus- 
trialists and businessmen on the com- 
mittee (such as Li Ka-shing, Henry Fok, 
Cha Chi-ming and Lau Wong-fat) to 
protect their own interests, and in the 
process encouraged encroachment on 
Hongkong's status quo and economic 
autonomy. In general, the source said, 
the Hongkong members are disor- 
ganised, unprepared and divided. Few 
members appeared to have done much 
homework, especially on areas outside 
their own narrow concern. Compared 
| with some of.the Hongkong members, 
| this source said, mainland members 
„Sounded like the “voice of reason.” : 











erhaps only members of his family | 
~ know the extent to which frustration - 








and was forced also to guard his words 
over the past two years: any statement 
he made which implied that Hong- 
kong’s interests in any way diverged 
from those of London or Peking would 
have done much to damage the confi- 
de he repeatedly stressed was essen- 
tial. 

Hongkong is now busy speculating 


‘about the identity of his successor. The 


appointment of former political adviser 
Dr David. Wilson, would necessitate 
finding a replacement as chief British 
delegate to the Joint. Liaison Group 


(just as the less likely appointment of Sir 


Richard. Evans would require another 
British ambassador to Peking). Sir 
Percy Cradock, 63, former British am- 
bassador to Peking and special foreign 
adviser to the prime minister might be 
persuaded to fill in the two years Youde 
was due to have served, allowing more 
youthful contenders to gain needed 
seniority. The only other obvious candi- 
date would be the current British Am- 


A senior government official felt that 


_ | it was a mistake to have two Hongkong 


High Court judges — Simon Li and 
Yang Ti-liang — taking part in drafting. 


| the law, which was “an intensely politi- 


cal exercise." 


n several occasions mainland BLDC 
ww members had to remind Hongkong 
members that their proposals were 
in breach of the joint declaration. One 
was a suggestion that the. renminbi 


ernment source said that showed a fail- 
ure to grasp the main points of the joint 


-declaration. Another was Legislative 


Councillor Wong. Po-yan's-suggestion 


| that SAR government expenditure 
‘should be limited to between 15 and 
| 20% of the gross domestic product, a 
| proposal prompted by fear of elected 
politicians 


squandering taxpayers’ 
money to curry favour with the electo- 
rate. Mainland member Yong Longgui, 
a co-convenor of the BLDC economic 
subgroup, said Hongkong Financial 
Secretary Piers Jacobs had expressed 
concern to him. Yong and other main- 
land members did not share Wong's 
views because it would undermine the 
SAR's autonomy on economic affairs, 
he said. 

Examples of ignorance about the 


` joint declaration abound. Shortly after 


his appointment to the BLDC last year, 
Rayson Huang, former vice-chancellor 
of Hongkong University, said Hong- 
kong should. not have elections to the 
Legislative Council after 1997. He was 
obviously unaware of the joint declara- 
tion’s stipulation that the SAR legisla- 
ture “shall be constituted by elections.” 
Huang is the co-convenor of the BLDC 
subgroup on the relationship between 
the SAR and central government. His 
failure to understand and grasp the in- 
tricate constitutional and political impli- 


should circulate in the SAR. The gov-: 







z 
x 
i 


H 
i4 





bassador to In donesia, another fo | 
political adviser, Alan Donald. Lon 















The Hongkong view, conveye 
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for the job who wil 
to Hongkong 
governor's fir: it 



















ing and drafting processes. 


cations of the discussions was a s 
of complaints by reporters covering 

subgroup meetings. On the other han 
mainland co-convenor Shao Tianr 
tended to bulldoze his way through t 
press briefings often not giving accurate 
answers. > Re x 


vice-chairman David 
of the Bank of East Asi 
Simon Li, who suggeste 
the Bank of China coi 
SAR's central bank 
Xinhua said bluntly the sugge 
in breach of the joint declar: 
Another common  pheno 
among many Hongkong BLDC m 
bers is the reluctance to openly criti: 
Peking. Graham Cheng, chairman 
Taching Petroleum Co., offered i 
example of this when he said: “If wer 
them the wrong way, we may get n 
thing." Like Cheng, many membe 
prefer to try to settle differences behii 
the scene, without embarrassing t 
Chinese in- public.. There is a tenden 
to second guess Peking's intentions ai 
to bend with the wind. m) eR 
One-and-a-half years after the a 
pointment of the BLDC, the few Hon 
kong people who bother to follow ti 
Basic Law developments do not h 
much respect for many of the BLD 
members nor much confidence in t 
rocess. Many of the Hongkong mer 
ers do not feel they have to be accoun 
able to the Hongkong public. and give 
the impression they took on the job for 
personal glorification. A handful of 
members may be working hard to s 
cure Hongkong's interests but even the 
disagreed on what is best for Hongkon: 
and perhaps above all, nobody real 
believes they will be able to extract co 
cessions which Peking is not prepared: 
grant. A. — Emily: 
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Suhaini Aznam in Kuala Lumpur 


espite heated opposition, an amend- 
ed Official Secrets Act (OSA), pro- 
ng for a mandatory minimum one- 
ir prison term for offenders, was 
ssed by 131 to 21 votes in the Malay- 
n parliament on 5 December — after 
‘noisy six-hour debate which saw two 
pposition MPs ordered out of the 
acked chamber. 
Despite strong pressure to assure 
large vote, 20 MPs from ruling Na- 
onal Front ‘coalition parties were ab- 
int when a rare division of the house 
called. With a 148 government 
ty, usually only avdice vote is re- 





Initial dissent from within the Na- 
nal Front was virtually silenced after 
ime Minister Datuk Seri Mahathir 
hamad briefed backbenchers and 
uty ministers for two hours on 24 
ber and was reported not to have 
d the standing government whip. In 
ent, however, Mahathir said 
National Front members were free 
vote how they liked and their unani- 
ious support did not mean that the 
was in force. However, the newest 
iber of the coalition, the Parti Ber- 
Sabah, which had earlier listed its 
nditions for assent, changed its mind 
he day and voted along party lines. 
akan similarly registered reserva- 
ons before voting for the bill. ! 
The OSA, an anti-espionage legacy 


ence information was at a premium, 


972 and amended in 1983. The new 
iendments were the. government's 
| m attempt this year to tighten its sec- 
e y laws, two earlier versions having 


ù ale dass — the second one 
hree days before its final passage 
erthe government had "listened i 
e criticisms of the people," 


n movin £ the bill for its second read- 
in the lower house, Mahathir gave 
assurance that the government 
uld apply the law “fairly and justly” 
n its stiffer penalties. Only five peo- 
' have been charged under the OSA 
29 years, he pointed out. 


t detailed explanation of its reasons 
"the amendments. In the weeks pre- 
ding its passage, a series of meetings 
blic interest groups and lawyers, 
kets by 2,000 journalists and a 
tionwide signature campaign, had fo- 
1 more attention on this bill than on 








pre-World War I Britain when de- 


s adopted here in its present form in 


His speech was the government's 


V other since amendments to the 





An act of approval 


tougher OSA gets go ahead from parliament 


Societies Act were introduced in.1983. 
The National Union of Journalists had 
handed. Mahathir's press officer a peti- 
tion bearing. 26,000 signatures on the 
morning the bill was passed but 
Mahathir disirissed them the following 
day as insignificant compared: to the 
number of signatures his party could 
collect in its support. 

“The problem for the government is 
to differentiate between protests with 
political over ones and genuine grie- 
vances,” Maaathir told parliament, 
pointing to pclitical parties and groups 
in the opposition, for whom, he said, 
"opposing everything the. government 
does has become a practice." 

"It is clear the existing act is too 


Protest rally: ‘cuse for scandals.’ 


* 


wide," he said introducing a sche- 
dule catego-ising secrets under three 
broad labels: cabinet and state gov- 
ernment papers; documents covering 
defence. and national security; and 
documents referring to foreign rela- 
tions. 


The difficulty over classification 
arose "because a certain thing which is 
secret at one time cannot be kept secret 
at a differen- time," he said. "To protect 
cabinet papers, all are classified as sec- 
rets," he added, but provisions for de- 
classifying them were also included. If a 
document not included in the schedule 
has to be made a secret, the document 
must be stariped "top secret," "secret," 
"confidential" or "restricted" and de- 
clared as such by a federal minister or 
state chief minister or other officials au- 
thorised to do so. 

The méndatory jail sentence as 


— | punishmer 





said, because "onlyà ustodial 

can prove a deterrent to those who leak 
government secrets. It has become a 
practice in this modern world for report- 
ers and newspapers to buy documents 
stolen by irresponsible people. In the 
competition between newspapers, the 
leaking of government secrets can make 
a reporter famous and increase his 
newspaper's circulation." 

When government contracts involve 
hundreds or thousands of millions of 
dollars, "fines become meaningless 
where those who leak secrets can get a 
lot of money — much more than the fine 
itself — and the fine is also paid by the 
people who benefited from the leak- 
age," he added. 

To this opposition Democratic Ac- 
tion Party (DAP) chief Lim Kit Siang 
countered: “Knowledge is power. With- 
out information, the right of freedom of 
speech and expression has no meaning." 

is party was objecting to including the 
general run of government information 
whose revelation would not compromise 


national security: . but merely embar- 
rass the government of the day in high- 
lighting the ineptitude, incompetence, 
misjudgment, wrongdoing or corrupt 
practices of ministers, political leaders 


or public servants. 
e. 


he amended Act will mark the 
end of an open, responsible and 
accountable government," Lim added, 
citing some recent financial scandals. 
"The government had to be forced every 
step of the way to come out with bits and 
pieces of information" even under the 
existing law. Moreover, parliament 
would be further diminished in power, 
with the executive usurping its role. 
Despite the act by then being a fait 
accompli, a 1,800-strong crowd turned 
up at the Chinese Assembly Hall on 7 
December for a rally. end vd the 
Freedom of Information Group, 


&& 





















P urban middi 





- hoc p ssure | group comprising non-po- 
litical organisations. The group reiter- 
ated its call that a freedom of informa- 
tion act to replace the OSA, aimed at 
creating a “general right of access to in- 
formation in documentary form,” with a 
few essential exceptions. 
The OSA controversy has pointed 


up some interesting trends in Malaysian — 





society. The traditionally "apathetic" 
class proved that it cared 
Sá rifice evenings and 
the issue. Malaysian 
dians felt the need to 
ir oyalty to the country, 
ng that opposing a gov- 
icy did not mean disloyalty. 
sr of citizens have asked the 
stion as to whom MPs served 
ad their loyalties. At the Sunday 
4 one speaker from the floor asked 
in vain if any National Front MP was 
present to hear their views — consider- 
ing the fact they had been elected to fill 
four-fifths of parliament's 177 seats. 
. With DAP MPs conspicuous in their 
white uniforms, and for the first time 
since its election defeat, leaders from 
the opposition Parti Islam attended a 
mixed gathering, the mood was reminis- 
cent o 
gust general election — with one major 













difference. Although several political | | 


organisations are represented in the 


E. group, the floor was overwhelmingly | 


Occupied by ordinary members E the 
public. 

Malaysia has no tradition of a protest 
culture, and with an efficient police Spe- 


cial Branch, quite a tradition for discre- | 


tion, so the readiness with which indi- 
viduals volunteered their names and 


spoke out was all that more remarkable. 
. — and disquieting to some as an indica- 


tion of possible future confrontation. 
Posters bearing caricatures of Mahathir 
and slogans such as *OSA, the Doc's 


A cure for scandals" and "Secrets, a gov- || 


ernment way of life," lined the balcony 
and stage. Much of the reaction was 
. emotional, fed by crowd solidarity. — 

Bar Council president Param 


Cumaraswamy argued that despite the 


removal of several categories from the 
schedule of possible secrets — on fed- 
eral-state relations, the economy, offi- 
. cial tenders, and recommendations to 
government — a minister may still add 
to the schedule by mere executive fiat. 
This "excessive delegation of power to 


the executive" by the legislature was | 


dangerous, he said, a situation exacer- 
bated by the removal of judicial discre- 
tion in determining whether or not a 
document qualified to be labelled sec- 
ret. 

The bill now awaits almost certain 
approval by the appointed senate and 
then the king's signature. Opponents to 
the OSA plan to appeal to the king to 
withhold his approval but even if he did 
this would only delay the bill for 60 days 
.| before it returns to parliament for 
^j another vote and automatic passage. El 








political rallies before the Au- |] 
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Court turns down effort to cite Mahathir for contempt 


By Suhaini Aznam in Kuala Lumpur 


U nstated tensions between the exe- . 
cutive and judiciary were publicly |- 
aired on 28 November when opposition | 


leader Lim Kit Siang tried to initiate ac- 


tion for contempt of court against Prime - 
Minister . Datuk Seri 


Mahathir: 





Separating the powers - 


Mohamad over remarks by him about 


judicial interpretation of laws quoted in 
the 24 November 


judiciary and offended its di 


“They enc 


also amount to threatening 


issue of Time. 
magazine. Lim alleged that Mahathir's 
statements brought disrespect. fo the 


and intimidating the judiciary,” he 


claimed. 


Ruling that Mahathir’s remarks | 
seemed targeted not at the judiciary but 


at parliament for making “faulty or 
slipshod laws," judge Harun Hashim 
dismissed Lim’s application, but not 


-Harun: freedom to criticise. 


without first making the distinction 
about separation of powers in a par- 
liamentary democracy. The Supreme 
Court will hear Lim's appeal on 11 De- 
cember. 

“We are the first to uphold the right 
of the citizen to free speech, and this in- 
cludes the prime minister,” Harun said 
in his oral judgment. “We should not be 
over-sensitive to what people say, 
otherwise people would be afraid of say- 
ing anything about the courts.” 

The controversy stems from | 
Mahathir’s own unhappiness with judg- 
ments by the court. In the Time inter- 
view, Mahathir said that “the judiciary | 
says ‘although you passed a law with a 
certain thing in mind, we think that your 
mind is wrong, and we want to give our 
interpretation.’ If we disagree, the 
courts will say, ‘We will interpret your 
disagreement.’ 


| are neutral," he stres 





Our: 


 re-interpret it our way. If we finc 
that a court always throws us ou: 
own interpretation, if it interpre 


ES 


| Minister- Datuk Megat Junid Me 
| Ayub told parliament that his mi 


of loopholes i in the law. 


| “confusion” — over the separati i 


-^"real com 







«qu we go D along: weareg jim; 
power í ofle aim; | 














different way, and ne it is interprete 


trary to why we made the law, th 
will have to find a way of produ 
law that will have to be interprete: 
cording to our wish,” he stressed. 

. Recently, the Supreme Court 
ruled an immigration Depart 
order to asap one of two Mies 




































teeth: ‘bas on the nie aad tied 
weeks later, however, Deputy 


would amend the Immigration Act 
prevent anyone from taking advantag 





bserving that Mahathir seemed 
be in a “dilemma” stemmin 


powers, Harun said the prime minis 
plaint is that laws are 
being made foolproof. | It is obvious 
the ‘executive has no power at 


legislate,” said Harun. “It is parliai 
that legislates. and parliament - f " 
executive what should bedone. .— 


*The courts or the judiciary. 
must make it very clear —is neith 
government nor anti-governmen 


$0, then the people will have no coi 
dence in the judici i 
“I don't think it is ‘intended t 
when the government is being sued 
the courts, we would give decisions 
favour. If that were so, then there 
necessity for the government to coms 
court at all. So, when he speaks o 
intention of the government, he ca 
only. be referring to parliament's int 
tion in passing acts.” 
Harun suggested that in future 
preamble accompany the enactment 
all laws to explain pue inte I 
tion. 
-: Privately, lawyers note that Judi 
discretion as far as sentencing is con 
cerned has eroded in recent years — fo 
instance where drug trafficking, a ar 
robbery and illegal possession of ar 
under the Internal Security Act ca 
mandatory death sentence. The gov 
ment’s argument is that mandatory ser 
tences are the only effective deterre 
crimes. 




































By Salamat Ali in New Delhi 
ikh separatist terrorism, which 
e Minister Rajiv Gandhi in- 
ited when he came to power two 
rs ago, continues to challenge his 
'rwise unquestioned political supre- 
vy. While the crisis has had its ups 
id ane the latest upsurge in vio- 
has worried Gandhi enough for 
‘declare on 4 December: “There 
question of a second partition 
Jia], absolutely not.’ 
à many would dispute that Gandhi 
s made concerted and sincere efforts 
: — the- crisis, but the toll of ter- 








one 


idup a bus: in Pun} ab and shot dead 35 

idu passengers. 

/hat worries Gandhi more than the 

_is the backlash it generates in 

orth . ndian states where Sikhs 

a small minority living in isolated 
ts; n massacre on the bus re- 





| of Hin nien Following 
ttacks on Sikhs and their prop- 
= Delhi region, some areas of 
jital. were put under curfew and 
| y was placed on standby alert. 
spite the curfew, the Sikhs took 


e of their main temples i in the 
o celebrate. the birth anniver- 


atthe proc 'ssion resulted i in six 









ruit locali ities s chose to the cen- 
iah, the, parliament and the 


e major Sikh shrines. "n 
ays before the I latest spurt 


ATE 


ice ce stop hs marching from a New Delhi temple 


1s inclu Paice constables ofthe | 


inginPunjab - 


| dhi considers central government control 


of violence in the capital, the àdininià 


tration was faced with angry MPs from 


most political parties denouncing what 
they considered as the incompetence of 
Home Minister Buta Singh, himself a 
Sikh. The angry outbursts in the parlia- 
ment included demands for -Buta 
Singh's resignation. Gandhi and his 
cabinet. colleagues managed to over- 
come what scemed to be a revolt in the 


ranks of.the ruling Congress party. Up- 


braided the next day at a Congress legis- 
lative party meeting, some of the angry 


i MPs apologised to Gandhi. 


‘The uprcar in the parliament had 
another political backdrop. About the 
time of the bas massacre, the Shiromani 


‘Gurudwara Prabandhak. Committee 


(SGPC) — a statutory body managing 
Sikh shrines in Punjab — elected Pun- 


jab Chief Minister Surjeet Singh Bar- 


nala’s arch foe, 
Tohra, as its chief. 

It is an old dictum that whoever con- 
trols the SGPC controls Sikh politics in 
Punjab. The Congress was also taken 


Gurcharan Singh 


. aback because Barnala had used every 


known inducement to win over the gen- 
eral membership of the SGPC and still 
lost all the top posts to the rival Akali 
Dal faction lead by Prakash Singh Badal 
and Tohra. Several Congress legislators 
also lobbied behind the scenes. to oust 


Barnala and replace him with Badal. 


ushing :o New Delhi in the wake of 
his SGPC debacle and the bus mas- 
sacre, Barnala agreed to do almost every- 


thing he had been resisting until then. He 


dismissed :wo of his ministers, gave 
sweeping powers of confiscation, arrest 
and search to the police, ordered tapping 
of telephores and interception of mail of 
the suspects, posted armed guards on all 
buses and ordered the arrests of known 





mand of the Congress legislators in | the 
Punjab assembly either to dismiss Bar- 


New Delhi disag 


nala or withdraw support for him. The 


decision gave one last chance to Bar- 


nala, who lacking a majority in the state 
assembly due to factionalism in the rul- 


ing Akali Dal, has to depend on the 


Congress to rule. His recent tough mea- 


sures could further erode his support in- 


the assembly which will debate a no- 
confidence motion against him in the 
coming weeks. 

Gandhi faces a difficult choice. Cur- 
rently, Barnala takes all the blame for 
the unrestin Punjab. Butit is not certain 
that the unrest would end with his dis- 


missal and imposition of direct central. 


rule over the state. In fact such a step 
could further alienate the Sikh electo- 
rate and finally nullify the peace accord 
Gandhi made in 1985 with moderate 
Sikhs. 

But if Barnala continues, hardliners 
in New Delhi argue, he would. still be 
unable to control the terrorists, because 
they would continue to receive covert 
sustenance through leakage of advance 
information on anti-terrorist opera- 
tions. It is also alleged that politicians 
close to Barnala and sympathetic to the 
militant Sikh cause have been pressur- 
ing the police to release those arrested 
for suspected harbouring of terrorists. 

Gandhi argues that outside forces 
hostile to India, meaning Pakistan, are 
trying..to destabilise the country and 
have chosen Punjab as the “triggering 
point” for creating a communal divide 
that could ultimately lead to political 
divisions. According to him, by organis- 
ing terrorism in Punjab against Hindus, 
these forces are looking for reaction 
outside the state. 

He told a deputation of lawyers from 
Punjab on 4 December of his resolve 
not to allow a further. partition of the 
country: “Let me guarantee you that in 
very very. strong words. We will not 
allow that under any circumstances and 
whatever is necessary, however tough 
we have to be, however aggressive we 
have to be, we WU have to prevent 
that." 

The next day, Gandhi met opposi- 
tion party leaders and asked them if 
they would support a move to amend 
the constitution to permit the central 
government to intervene in the states 
without dismissing the state govern- 
ments. The opposition leaders coun- 
tered that New Delhi already had such 
powers under a plethora of security 
laws, which it should use. The opposi- 
tion was also unanimous in its demand 
that the prime minister should intervene 
directly in Punjab to curb terrorism, but 
the leaders could not agree on the con- 
crete ways of intervention. But Gandhi 
has continued to maintain that the cen- 
tral government should not intervene 





directly as long as the state continues to f 
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|. | Steel mill: American trainee at Toyota plant: a matter of survival, 











By Charles Smith in Tokyo 


| apan has been subjected to its biggest shock in a decade 
t— and perhaps much longer — by the 50% rise in the 
ae yen’s exchange rate which took place during the nine 
months between September 1985 and the summer of 1986. 
-But Tokyo's industrial and economic gurus are by no means 
unanimous in declaring that because of this process, the good 
days have come to an end. 
. While some economic analysts are forecasting a steady 
| rise in unemployment over the next five years, from the cur- 
-|: rent level of just under 3% to “European” levels of 6% or 
— higher, some experienced observers feel Japan can survive 
and flourish under the new exchange-rate regime, just as it 
_| successfully weathered the two oil shocks of 1973 and 1979 
-į and the earlier “Nixon Shock" of 1971 (when the yen was 
| forced up from its old post-World War II parity of 
d 3360:US$1). 
| The only certainty, six months after the full extent of yen 
-| revaluation became apparent, is that Japanese business, and 
d for that matter J apanese officialdom, now sees the revamp- 
^j ing of the country's industrial structure as something to be 
|} undertaken as a matter of survival, and thus also as a matter 
of extreme urgency, rather than as something that Japan was 
being asked to do largely for the convenience of disgruntled 
trading partners in the older developed countries. 
|... Survival, in some Japanese industries, or at least at the 
|} low-tech end of some major industries, has already meant a 
| decision to replace by overseas production or procurement a 
whole range of products that were formerly made in Japan. 


































longer being able to manufacture small-sized colour TV sets, 
electri 
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At Matsushita Electric, for example: executives talk of no. 





The revaluation nor the yen has changed several equations 


c fans or refrigerators in the company's home | 
s at prices that would | even enable Matsushita: 
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rect challenge to industry to upgrade either its produc 
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“production or by new-product development, 
and non-ferrous metals stand out as potential d 


permanently lo lower Production levels than i i 


Meine aga 


PHOTOS. KYODO-FPC, JAPAN 










In other cases, yen reviuatoft seems to abe ew 






production technology so as to hold off the c 
cheaper Asian producers without so much as : £ 
outside Japan. There seems little doubt that a yen 
160 to the dollar has provided a major stimulus m 
duction of new, higher-tech TV and video equipmen 
can ríde out changes in international price leve s witl 
of market share. 2 
Even in textiles, Japan's s oldest industrial se C 
one which has the longest experience of figh 
competition from elsewhere in Asia, yen revaluatior 
play a role that will be at last partially constructive. 
According to analysts at the Industrial Bank c 
high export-price levels will force Japan's synthetic- 
makers to move into the “ultra-thin” sector of the indi 
surrendering the middle ground of standard filam Ti 
and for all to Taiwan and South Korea. IR 
A shift into finer-grade textiles materials may 1 
employment at blue-collar level and less investme 
duction capacity than in pre-revaluation years, be 
the lower production volumes involved. But Japan 
tiles makers seem likely to retain, and perhapse 
technological lead, as a result of what at first seem 
ing blow to the industry" scapacityto compete. — 
Of the major Japanese industries which are unlikel 
able to respond to revaluation either by step 

















































while the steel industry, now engaged in a 
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For information, please contact 
the nearest Marubeni office: 







Dhaka 

Tel. 282264 Telex. 642855 
Chittagong 

Uus 300959 


E: | 39.213079 Telex. 22158 
Tel 26 261101 Telex. 33050 
Kwangchow 

Tel. 677049 Telex. 44358 
Dalian 

Tel. 2- -1024 Telex. 86122 
Gingda 
Te S 6282 Telex. 32262 
31 5 Telex. 92164 


; Tole. 23216 
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We're NS an 
proud to be | 

your trailblazers 
in world tra 


ere the sogo shosha Marubeni — 

the trailblazers who can help 
you open new paths in world trade. 
Through the network of 149 offices in 
82 countries, Marubeni unites financial, 
managerial, marketing and technical 
skills tc support major development 
projects. We initiate trade flows, and 
contribute to more diversified and . 
balanced trade relations. 

Marubeni is your reliable partner in 

progress, rendering wide-ranging 
services to you. 



























i . A copy of our 1986 Annual Report, and a subscription to | 
H 20 ler 60208... our iE pimonthly MEME SHOSHA are available free lor the asking. 
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Make Daiwa 
the Keystone of Your Business. 


To succeed in today’s business world, it’s important to begin with a sound 
financial base. 

And that’s where Daiwa Bank can help. 

We're the only city bank in Japan to combine banking and trust businesses. 
Which means we can offer you a fully integrated range of services. General 
Banking. International Financing. Real Estate. Trust. And Pension Trust — where 
our share is No. 1 in Japan. 

What's more, we're never very far when needed. Throughout Japan we're 
doing business out of more than 180 offices, with headquarters in Osaka and 
full activities in Tokyo. Internationally you'll find our branches and representative 
offices in key cities throughout the world. 

So if you're interested in building business, come to Daiwa Bank. 

Its a solid place to start. 


a fully integrated banking service 


| 4D DAIWA BANK 


Head Office: 21, Bingomachi 2-chome, Higashi-ku, Osaka 541, Japan 
International Banking Headquarters (Tokyo Office): 1-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japan 
Overseas Branches & Agency: London, New York, Los Angeles, Frankfurt, Singapore & Hong Kong 
Overseas Representative Offices: Sydney, Sào Paulo, Houston, Paris, Panama, Bahrain, Mexico, 
Vancouver, Jakarta, Seoul, Beijing, Chicago, Kuala Lumpur, Zurich & Shanghai 
Subsidiaries: Daiwa Bank Trust Company, New York; Daiwa Finance Ltd., Zurich; Daiwa Overseas Finance Ltd., Hong Kong 
Daiwa Bank (Capital Management) Ltd., London 
Daiwa Finance Australia Ltd., Sydney 
Affiliates: P.T. Bank Perdania, Jakarta; P.T. Daiwa Lippo Leasing Corp., Jakarta 








For Future Generations 


These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn — if given the chance. 
We at Kobe Steel understand 
what their faces reflect: Nations striving to build a future rich with opportunity. 
And we are helping them —— and you —— through technology transfer, 
industrial projects, and the supply of industrial goods. 

We know the future depends on it. 





Wherever you find progress 


<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE: Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel: (03)218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE: + 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex: RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel: 264-2444/Telex: RS 26574 KISCO 
Offices also in New York, Los Angeles, Düsseldorf, London, Mexico City, Bahrain and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 


what is probably the 
biggest adjustment cri- 
sis in its post-war his- 
tory. 

Japan’s Big Five 
steelmakers, whose 
1986-87 losses are now 
expected to exceed 
¥ 400 billion (US$2.44 
billion), say they can 
see no way in future 
for the industry to 
avoid employment cuts 
amounting to roughly 
20% of the current la- 
bour force — though 
this does not necessari- 
ly mean outright dis- 
missals on the Ameri- 
can or European mo- 
del. 

Japanese steelmak- 
ers in the 1990s, 
though, are still likely 
to retain the free 
world's largest produc- 
tion capacity — an out- 
put figure of roughly 90 
million tonnes a year 
has been set as the ra- 
tionalisation guideline 
for the start of the next decade, compared with production 
levels of between 100-105 million tonnes during the first half 
of the 1980s. 

Aside from surviving as the world's largest producers into 
the 1990s, steelmakers hope to have diversified into a range 
of new activities that will include rare metals, chemicals and 
even computer software (utilising 
skills that have been built up dur- 
ing the development of computer 
systems to serve the steelmakers' 
own extensive internal needs). 

The Japanese motor industry, 
which some observers see as rank- 
ing halfway between steel and 
electronics in its ability to adjust to 
the high yen, seems certain to be 
producing fewer cars in Japan by 
- the early 1990s than in the pre-re- 
valuation era — if only because 
production in the US will have 
been stepped up to 1.6 million vehicles a year by the end of 
the present decade from the current level of about 400,000. 
Yet, once again, the industry's short-term woes (including 
losses in the first half of the 1986 business year by its second- 
biggest company, Nissan Motor) could belie long-term re- 
covery prospects. 

Analysts at Nomura Research Institute see a rapid in- 
crease in speciality cars, ranging from four- 
wheel-dfive and turbo-powered models to 
computerised passenger cars as a key to the 
industry's survival on its home ground. In- 
creased specialisation may not prevent a de- 
cline in the number of workers, especially at 
the blue-collar level. 

But in cars, as in textiles, added value 
will have risen sharply by the early 1990s 
and Japan will have retained, if not en- 
hanced, its technological grip, even if pro- 
ducers in the Asian NICs gain a competitive 
edge in the production of standard types of 
cars. 

The shift towards a more specialised pro- 
duction role that is likely in many of Japan's 
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THE DECELERATING 


Source: industrial Bank of Japan. Percentage 
growth figures are for average annual growth 
between 1981-84 and between 1985-90. The 
1990 figures are IBJ forecasts. 
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traditional assembly 
type industries, com- 
bined with cutbacks 
in output by the older 
materials industries, 
means that Japanese 
manufacturing indus- 
tries are certain to 
be employing fewer 
people — and contri- 
buting a substantial- 
ly. smaller share of 
GNP — in the early 
1990s than was the 
case up to 1985. But 
this may not necessar- 
ily translate — into 
chronic unemploy- 
ment across the board 
in the domestic econ- 
omy. 

As was the case 
during the first half of 
1983 (when overall 
employment in Japan 
actually increased by 
some $80,000 jobs, 
even though a risé in 
the number of people 
seeking jobs pushed up the unemployment ratio), expansion 
and diversification in the services sector should help to take 
up much of the slack in manufacturing. 

Economists at the Industrial Bank of Japan's (IBJ) in- 
dustrial research department estimate that the services sec- 
tor, including transport and distribution, may account for 
more than 52% of GNP by 1990, 
compared with its 1985 share of 


ECONOMY 43.296. 


(Annual output in 1980 prices) 


ew jobs in services will 
not all be of the kind that 
are likely to appeal to dis- 
placed steel engineers or out-of- 
work textile executives, but 
neither will they. all be of the 
menial variety associated with 
expansion in the service sectors 
of some advanced industrial na- 
REVIEWTABLE byRickyHu — t1OTIS. 

Tokyo's financial-services industry, which now employs 
an estimated 160,000 workers as compared with 500,000 in 
London and 756,000 in New York, is one area in which rapid 
expansion is foreseen over the next few years as liberalisation 
of the banking and securities industries makes further pro- 
gress. 

Rising land prices and ever-greater concentration on 
Tokyo as the centre of economic activity in 
Japan also seems on the point of bringing 
about a revolution in the backward and un- 
sophisticated property industry. IBJ ana- 
lysts expect real-estate business to account 
for 7.976 of Japanese GNP by the early 
1990s, up from 5.5% in 1985 and 4.3% in 
1980. 

A negative aspect to the growth of the 
property industry could be that concen- 
tration on Tokyo and a handful of other 
cities may penalise outlying regions of 
Japan. Already, the post-revaluation era 
seems to be producing a sharp divergence 
between prosperity at the centre and dis- 
tress in some of the country's older indus- 


-1 || 334.2 
| $0 





N 





INDUSTRIAL JAPAN 86 





trial areas such as northern Kyushu and Hokkaido. Fears 
that investment may slow down even in the hi-tech industrial 


parks launched in some of these places are adding to worr:es ` 


about the future of traditional activities such as steel aad 
shipbuilding. | 

Seen from outside Japan, the revolution brought about by 
yen revaluation is already taking the form of bigger and bet- 
ter opportunities for middle-grade manufacturing industr:es 
in up-and-coming industrial nations. 

Phase two in the adjustment process could be a greatly in- 
creased Japanese investment presence in both the develop2d 
and the developing world. Japanese electronics manufactur- 
ers, who were reluctantly transferring production capacity to 
the US and Europe as a means of sidetracking protection st 
pressures in the years before revaluation, have embarked on 
rush of new investments since mid-1986 on the assumption 
that production costs in the US now roughly equal those in 
Japan. 

Rumours of major manufacturing companies actually 
shifting their head offices to the US to take advantage »f 
lower corporate taxes have yet to be confirmed, but the mcst 
active Japanese investor in US property, Shuwa Real Estate 

a 





STEEL 


From a reduced 
role and on to a 
bleaker future 


By Brian Robins in Tokyo 


he lengthy recession of commodity prices, combined 
T with high energy costs, has resulted in the steady declin2 

in the importance of Japan’s aluminium and non-fer- 
rous-metals smelting industries over the past decade. 

Now, the high yen is placing Japan’s mighty steel industry 
under unprecedented pressure, as exports are becoming im 
creasingly uncompetitive, with clear consequences for 
domestic-production trends. 

Until recently, the steel industry anticipated continuinz 

production levels of around 100 million tonnes a year, plus or 
minus 5%. Now, most within the industry are 
predicting base-production levels will decline 
to 90 million tonnes a year, or even lower by 
1990. 
+ Lifetime-employment principles are being 
jettisoned as the steelmills fight to squeeze 
costs as far as possible. The temporary layoffs 
being canvassed by the steelmills at present, 
were expected to take effect from the start of 
December. Similarly, all raw-materials sup- 
pliers to the Japanese steel industry are facing 
substantial price and tonnage cuts as the re- 
duction in Japan’s steel production can only 
worsen. 

The implications of falling steel production 
run far deeper, however. By 1990, according 
to an internal forecast drawn up by the Indus- 
trial Bank of Japan, Japan’s steel industry will 
account for just 2.4% of total output, down 
40% from the 1984 level of 4.4%. In total, the 
role of Japan’s raw-materials processing in- 
dustries will be almost halved, to 8.5% by 
1990, from the 1984 level of 16.5%. 

The sharp reduction in the role of heavy in- 





WHERE INDUSTRY IS HEADED 
(Shares of major sectors 
in total output, %) 


Primary 
(Agriculture, mining, etc.) 2.2 
oe K (Manufacturing) 54.4 


Note: 1980 and 1984 figures are for calendar years. 1990 fig- 
ures are estimates for the fiscal year (ending 31 Mar. 1991). 


Source: Industrial Bank of Japan. 





REVIEWTABLE by Ricky Hui 


Corp., has a plan for its US subsidiary to go public while the 
parent company in Japan remains privately held. 

The merit of such a scheme, according to Shuwa's presi- 
dent, is that investment in the US requires a strong capital 
base, whereas companies working in the Japanese real estate 
market can subsist mainly on bank loans. By keeping a low 
profile in Japan while becoming highly visible as a public cor- 
poration in the US, Shuwa would be making the best of the 
tax situations and financing systems of both countries. 





dustry in Japan's future economic structure has direct and 
immediate consequences not only for employment, but also 
for electricity demand. In the first half of the current financial 
year, to the end of September, Japan's electricity utilities re- 
ported a 0.5% fall in demand — the first reduction since the 
oil crises of the 1970s. 

Long-term electricity projections are now being re- 
worked, to take into account sharply lower growth rates 
stemming from the cuts expected in demand for electricity by 
heavy industry, traditionally its biggest consumer — a move 
with clear implications for both raw materials and equipment 
suppliers to Japan's electricity utilities. 

But the anticipated shakeout of Japan's steel industry car- 
ries with it perhaps the most profound implications. Japan 
has long pointed to the extreme efficiency of its steel industry 
as being the very model of its economic prowess. 

With the US steel industry in a prolonged recession — and 
its use of antiquated equipment, owing to low levels of new 
capital spending — the future of Japan's steel industry, thanks 
to the overall strength of steel exports, seemed secure. 

The rapid revaluation of the yen against the US dollar has 
changed that scenario completely. The technological capabi- 
lities of Japan's steel producers are now no longer sufficient 
to stave off a wholesale reorganisation. Not only are Japan's 


NKK blast furnace: major shakeout. 
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The much-heralded wave of Japanese investment in 
Southeast Asian export bases — factories whose main pur- 
pose is to propduce cheap finished goods for sale in the US or 
Europe — may not occur after all on the expected scale, 
given the preference shown by many Japanese manufactur- 
ers for on-the-spot production in the US. 

But as a centre for parts and components production or 
for re-export of finished products to Japan and other parts of 
Asia, both the Northeast Asian NICs and Southeast Asian 
countries such as Singapore, Thailand and Malaysia, are 
clearly looking at a promising future. 

A dramatic example of how to use Southeast Asia as a re- 
export base for the Japanese home market was furnished by 
the top maker of miniature ball bearings, Minebea, whose 
domestic sales rose by almost 50% between autumn of 1985 
and summer of 1986 as the company shipped in low-cost 
products from Singapore and Thailand (while its compe- 
titors continued trying to sell high-cost products made at 
home). 

A few of the more “bulky” Japanese industries involv- 
ing exports of products back to Japan, may grow less drama- 
tically if only because freight costs will be proportionate- 
ly higher. But the shift from the old-fashioned pattern of 
making everything at home to a global-production strategy 


steel exports being priced out of export markets — especially 
with most basic steel products — but the shift of Japanese in- 
dustry offshore holds an equally potent threat to medium- 
term production levels. 

In the six months to the end of September, Japan's five 
largest blast-furnace steel mills reported combined pre-tax 
operating losses of ¥184.6 billion (US$1.15 billion), which 
was largely offset by the sale of securities which yielded sub- 
stantial capital profits. For the full year, the industry has 
forecast combined losses of ¥ 400 billion. 

According to Makoto Hiranuma of the Nomura Research 
Institute (NRI), the main reason for the heavy losses are ex- 
tremely low-priced exports to China, the collapse of the ship- 
building and heavy-machinery industries — in which a 
number of the blast-furnace operators are direct participants 
— and the slump in world oil prices, which has caused a signi- 
ficant reduction in new oil-exploration activity and, along 
with it, in demand for seamless pipe. 

The Japanese steel mills have been aware for some time of 
the long-term difficulties surrounding their basic steelmaking 
activities, with the clear recognition that with most simple 
steel products they are not cost-competitive in export mar- 
kets against newer producers such as South Korea, Taiwan or 
Brazil. 





FAR EASTERN ECONOMIC REVIEW e 18 DECEMBER 1986 





seems likely to be repeated in many other key industrial | 
sectors. | 
If Japan adjusts as thoroughly to the challenge of yen re- 
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valuation as some of Tokyo's more optimistic analysts claim - | 
is possible, the Japanese economy of the early 1990s should | 
be more sophisticated, as well as far more diversified, than — 
the mid-1980s model — the disappearance of the old pattern — 
of clearly defined leading industries that are peculiarly vul- — 
nerable to trade pressures from the US and Europe —isone | 
trend that is being widely forecast. But before the promised | 
land of the 1990s can be reached, a difficult transition period J 
undoubtedly has to be endured. E 
The 4096 slump in manufacturing-industry profits thatis | 
forecast for fiscal 1986 is expected to be only the beginningof | 
a period of dismal profitability in industry, not a once-only | 
response to yen revaluation comparable with the profit dip | 
that followed the first oil shock. " 
If this proves right, not only Japanese businessmen, but | 
foreign-trade partners and even the foreign investors who | 
have made handsome profits from investing in the Tokyo | 
Stock Exchange, may start to feel that the move toa high yen | 
marked the end of an era. "B 
| 


, 
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As a result, nearly all of the Big Five blast-furnace 3 
operators have been aggressively pushing into new materials - 
such as carbon black, titanium, ceramics, silicones and the | 
like. Nippon Steel Corp., the largest privately owned steel | 
company in the world, for example, has begun marketing 
computer equipment. Even if their diversification plans suc- | 
ceed, however, all the big steel companies estimate that steel — 
will continue to account for more than 70% of their revenues 
in the long term. 

With their heavy losses continuing, and with no short- — 
term prospect for any improvement, all of the steel mills are 
closely reviewing their options for reorganising their opera- 
tions, in a bid to achieve better operating rates and thus bet- 
ter economies. | 

Nippon Steel, for example, is studying plans to close |. 
up to three blast furnaces, in a bid to cut capacity from 4 
around 28 million tonnes to 24 million tonnes. Known as | 
its fourth rationalisation plan, details will not be finalised | 
until early 1987. As a result, company officials will not dis- | 
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cuss any details of the plan until their employees are fully in- 
formed. 

All other blast-furnace operators are studying their own | 
plans, though at this stage, most emphasis is being placed on © 
their steel-processing plants, with few details of other blast- | 
furnace closures clear at this stage. 

The medium-term challenge for the Japanese steel indus- | 
try is how to avoid facing the same difficulties that have com- | 
pounded the problems of the US industry, where acontinued | 
period of subdued demand and low, or non-existent profita- | 
bility has resulted in almost no new capital investment for 
some time. | 

Senior executives at Japan's steel mills concede that, | 
along with cutting workforce levels, the easy short-term solu- | 
tion is also to cut new capital spending levels, even though | 
this entails severe long-term risks. Japanese steel mills are al- | 
ready direct participants in the US steel industry, for exam- — 
ple with the joint ventures between Nippon Kokan and Na- . 
tional Steel, Sumitomo Metal Industries and LTV, and Nis- | 
shin Steel and Wheeling Pittsburgh. | 

Part of the decision to move directly into the US market 
stems from the big round of investment by Japanese com- | 
panies in the US — particularly by Japanese vehicle groups, | 
which are spending upwards of US$5 billion on new assembly 
facilities. | 

Initially, those US plants will be simply assembling 
knockdown units exported from Japan, though most | 
carmakers concede that over time they will have little | 
choice but to boost the level of components sourced local- | 
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J Problem Solver Kelvin Ong—Duty Manager 


The wonders of travel have long been 
extolled but its woes can be legion. 

At Holiday Inn we keep this in mind 
always, offering you a staff committed solely 
to service. We're re-defining customer service 
with people who accept the responsibility to go 
beyond mere titles and become Problem 
Solvers — at all levels. 

Service to us means keeping the sense of 
wonder and eliminating the woe — because we 
care about the small things in life. 
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NRI has assessed that in calender 1985, Japan's indirect 
steel exports totalled 16.06 million tonnes which, by 1990, 
will fall 2896 to 11.5 million tonnes. At the same time, 
Japan's direct steel exports will also come under pressure. 
The largest single market is China, where shipments totalled 
10.93 million tonnes in 1985, according to figures compiled 
by the Japan Iron and Steel Federation. 

NRI reckons that this will fall to only 6 million tonnes by 
1990, largely owing to its inherent unprofitability, with 
Japan's overall steel exports falling to 22 million tonnes — a 
one-third reduction from 1985's total direct steel exports of 
33.3 million tonnes. The average sales price of ordinary steel 
products exported to China was US$290 a tonne, according 
to Ministry of Finance statistics, significantly lower than the 
US$497-a-tonne average cost of the same product exported 
to the US. 


suring that the Japanese steel industry plays a role in 

the future expansion of China's steel industry. Despite 
enormous problems, the Japanese industry played a key role 
in the development of the Baoshan steelworks, near Shang- 
hai, and it is also expected to be the prime mover behind one 
of the two new blast-furnace works now being considered by 
the Chinese Government for installation over the next five 
years. 

“Exports to China involve losses of around * 180 billion, 
since the shipping price is 30% below the average," said 
Hiranuma. *For the blast-furnace operators, China accounts 
for shipments of 6.2 million tonnes out of production of 65 
million tonnes — that is, almost 10%. Recurring losses from 
seamless-pipe production I estimate at about * 120 billion, 
but part of that should be included in the losses on exports to 
China. 

“The non-steel divisions of the blast-furnace companies 
lose around ¥ 120 billion, so, combined, total losses this year 
will total around ¥400 billion,” said Hiranuma. “Even with 
the expansion of production in South Korea and Taiwan, lit- 
tle short-term pressure from steel imports in Japan is expect- 
ed, since demand for steel in both countries is growing 
strongly, particularly as a result of the projected expansion of 
domestic auto production in both countries. Also, both 
South Korea and Taiwan are under continuing pressure to 
gradually revalue their currencies in the light of their large 
and growing trade surpluses with the US, which may help the 
Japanese steel industry recover a portion of its export com- 
petitiveness.” 

Hiranuma added: “With the introduction of automation, 
the Japanese mills can catch up with South Korea’s Pohang 
Iron and Steel [Posco], but even so, their overheads and 
financing costs are [greater]. For example, overheads are 12 
times more expensive for the Japanese mills, and financing 
four times that of Posco.” 

NRI reckons that Japan’s total steel production will fall to 
around 87 million tonnes by 1990, down from common esti- 
mates of production of about 97 million tonnes this financial 
year. 

The bulk of that production downturn will be borne by 
Japan’s big blast-furnace operators; the electric-arc produc- 
ers, which currently account for one-third of total produc- 
tion, are likely to see their share remain largely intact. 


p art of the motivation for this appears to be aimed at en- 
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early 1970s, when Yawata Steel merged with Fuji Steel to 
create Nippon Steel. Industry executives concede that one 
option is for the industry to undergo some mergers of weaker 
steel producers, though *cultural differences" is the usual im- 
pediment mentioned by all participants. oO 


3 Harbour View Hong Kong * Islamabad * Johor Bahru * Kanazawa e Karachi 


City Centre Kuala Lumpur * On The Park Kuala Lumpur * Kuching * Kyoto 
| Manila * Nagasaki * Nankai-Osaka * Narita * Penang * Park View Singapore 
Royal Singapore e Surfers Paradise Australia * Menzies Sydney 

Tokyo * Toyohashai * Yokohama 


18 DECEMBER 1986 e FAR EASTERN ECONOMIC 


> mm gx MS: 








RO 


y around pro 


Honda plant, Ohio: a tectionism. 


VEHICLES 


The struggle for 
growth breeds 
new strategies 


By Bronwen Jones in Tokyo 


apan's vehicle industry has traditionally earned more 
than 10% of Japan Inc.'s GNP; vehicles accounted for 
24% in value of all exports in 1985. The strength of the 
yen, however, has dealt a sharp poke in the eye to this giant 
sector, sending executives and their minions scattering for 
new internal, domestic and international strategies to re- 
cover plunging profits. 

Comparison is complicated by the fact that Japan's 11 
vehicles companies close their books in different months, but 
one of the largest six-monthly profit drops recorded so far is 
by Mazda Motor, at 54.7% in April-September, compared to 
the same 1985 period. The top producer, Toyota Motor, suf- 
fered a profit drop of 34.7% in January-June. Its exchange loss- 
es for the year ended June were * 290 billion (US$1.77 billion), 
a ¥6 billion drop for every ¥1 rise of the yen. 

Total industry passenger-car production, the 
main line, dropped for the fourth time in 1986 by 
5% in October to 1.085 million units, and exports 
were down 10% in value compared with the same 
time last year. Domestic sales gained 3.7%, how- 
ever, reflecting the renewed assault on yen-paying 
Japanese consumers to counter export losses. 

The biggest losses, naturally, have been in the 
North American market. According to Japan Auto- 
mobile Manufacturers’ Association estimates, sales 
there will drop 27% to X 1.43 trillion in the year 
ending March, if the exchange rate averages 
x 159:USS$1, as it did in July. The small drop to the 
mid-160s, the current level, will improve things little. 

Exacerbating the problem in this vital market is 
the great resentment there at the waves of desirable 
and competitive Japanese vehicles while the huge 
US trade imbalance with Japan remains. Worse, 
Japan's Ministry of International Trade and Indus- 
try (Miti) has now warned makers against flooding 
the EEC to make up yen and US *voluntary re- 
straint" losses. Miti wants to keep this year's in- 
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crease over last year’s 1.04 million units to 10%, 
but exports to Europe rose 30% in January-Sep- 
tember alone. 

The car-makers are rising to the current difficul- 
ties. Anxious to retain their North American mar- 
ket share, they are carrying most exchange losses 
themselves — price rises there have averaged 10- 
15%, compared with the 40-50% rise of the yen, 
and only 3-5% discounts have been won from steel 
and parts suppliers. 

With no other choice, radical internal restruc- 
turing has been attacked positively: “This is a really 
good opportunity for us to strengthen the com- 
pany,” said a Nissan Motor spokesman.. Deter- 
mined to see the benefits, he stoically welcomed a 
transfer should he be among the 5,000 employees 
Nissan is farming out for two years to dealers to 
“study consumer needs.” 

Toyota has announced that hiring of new 
graduates in spring will drop 18% and some unpro- 
fitable model versions will be cut from its assembly 
lines. Each section has been ordered to discover cost-cutting 
methods and implement them; oferéime, meetings and paper 
use have been cut. 

Special effects are a key strategy, aimed at both domestic 
and export markets. The four-wheel-drive mechanism, for 
example, adds ¥200-300,000 to the price of a car, and has 
been incorporated in the everyday passenger vehicle. Au- 
tomatic transmissions add ¥50-100,000, and turbocharge 
engines ¥160-200,000. 

Electronic innovations advance daily, one of the latest 
being Mazda’s integrated-information system, which in- 
cludes navigation indications showing a car’s whereabouts 
and the easiest route to its destination on a map displayed on 
a multifunctional cathode-ray tube. 

Gadgetry and hi-tech are aimed especially at overcoming 
competition from cheap South Korean models on the Ameri- 
can market and at defeating rivals in the affluent, faddish 
arena at home. In a campaign to mark its 50th anniversary, 
Toyota boosted its home share from 44% in September to 
53.2% in October; Nissan, No. 2, dropped below 20% for the 
first time to 19.5%. 

Production movements overseas had been made or were 
in preparation before the yen’s strength struck: now, negotia- 
tion processes are accelerating, new ones beginning and 
output at established plants increasing. 

The preferred location is North America, with its stable 
economies and politics, though the original intention in set- 
ting up plants there has been to protect markets and deflect 





Subaru's design for the 1990s: the hi-tech route. 
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growing aversion to the tide of Japanese imports. With tre 
| present exchange rate, North American hourly rates are ap- 
| proaching those of Japanese carworkers, and production 
| there is becoming more part of survival strategy: hence the 
| recent announcements that more Japanese car-makers will 
| establish plants there. 
Activity has been heating up closer to home, too, espe- 
| cially in Taiwan (REVIEW, 27 Nov.), endangering the survi- 
| val of weaker ventures. Most Japanese car-makers have an- 

nounced increased production, new tie-ups, greater acqu'si- 
| tion of capital in former tie-ups and hopes to export from 
| Taiwan to, especially, the US. 
t Problems have already arisen? however. Asian curren- 
| cies, linked to the US dollar, are also suffering from the high 
| yen, and essential hi-tech and other Japanese parts for local 
| production are pushing up prices of completed models. 
| Home markets are thus cooling, and higher-priced mocels 
are unwelcome in the precious North American market too; 
. just recently, Nissan-Chrysler talks were halted as Nissan 
. vehicles made by Yue Loong Motor in Taiwan became too 
_ pricey. 

Japanese car-makers say even the advanced newly incus- 
trialised countries, Taiwarf and South Korea, mostly cannot 


| Daewoo plant: a growing challenge. 


| supply these advanced parts themselves; even those made in 
| these countries often do not qualify, quality-wise. Although 
| the Japanese now are scouting Asia for cheaper parts to im- 
| _ port to Japan for domestic assembly, this problem is limiting 
_ procurement. And one major company complained that 
| apart from the quality problem, South Korean parts makers 
are too busy supplying the growing car industry there. 
| _ Procurement bills are growing, however. For example, 
-. Toyota will import ¥7 billion-worth more overseas parts this 
_ year, bringing the total to a new high of ¥70 billion. But most 
. parts still come from the US, and many of those that come 
| from other countries are merely options to be used on re- 
| quest by customers. The main reason for overseas procure- 
d ment still seems to be political, to soothe anger over Ja»an's 
. trade surplus with many countries and prevent protec- 
| tionism. ! 
| . Parts standardisation within Japan has prompted atten- 
. tion recently. Although Mitsubishi has been supplying small 
| engines to Mazda for some time, new moves to share 
- suppliers for jointly standardised parts for a 10-20% discount 
X are thought to be unprecedented because of the strict secrecy 
. that usually surrounds vehicle operations. Industry scurces 
4 say other companies may follow in parts standardisation. 
| Meanwhile, the car-makers are petitioning the Japanese 
- Government for corporate-tax breaks, reduction of automo- 
. tive-related taxes for consumers, allotment of funds to im- 
. prove road networks in Japan and measures to extend 
- domestic demand for greater home sales. R) 
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A lifeline may be 
needed to weather 
the current storm 


By Roger Scheffler in Tokyo 


t is sink or swim for Japanese shipbuilders as they attempt 
E plug their financially leaking ship. The industry, im- 

mersed in a sea of red ink, is suffering from the combined 
effect of declining world demand for new ships, increasing 
competition from lower-cost producers in South Korea and 
the strong yen. The industry is on its most precarious course 
since World War II and probably will need a government 
lifeline if it hopes to weather the current storm. 

Included in its survival kit are plans for further yard clos- 
ings — at least 2076 of the nation's shipbuilding capacity will 
be shut down by 1988 — the wholesale relocation of employ- 
ees to other divisions and affiliates and stepped-up diversifi- 
cation into new business areas, such as warehousing, truck- 
ing, hotels and leisure activities. Major builders also have 
disclosed plans to reactivate an operating cartel from January 
in an effort to better control pricing levels. 

Orders are down sharply, particularly from overseas. As 
of the end of September, ships on order or under construc- 
tion in this key category had fallen to 5.6 million gross tons, 
their lowest level since March of 1979, and the prognosis for 
the next several years is continued decline. 

“All Japanese shipbuilders are suffering from a lack of 
new orders," a Shipbuilders’ Association of Japan official 
said. In fact, according to a recent survey by Kaiji Press, a 
vernacular trade publication, only Mitsubishi Heavy Indus- 
tries of the nation's seven leading shipbuilders had a backlog 
of more than 10 “firm” orders as of the first week of Sep- 
tember. 

Even more significant, the survey noted that of the 28 
building docks of the seven companies, the average number 
of ships per dock had fallen to two. It is not unreasonable to 
assume, therefore, that a number of these facilities will be 
idle by the early part of next year. 

In an effort to secure new orders, companies have been 
forced in many instances to cut prices to a reported Y 200,000 
(US$1,236) per gross ton, roughly half of 1981 levels. Thomas 
Zengage, senior consultant and director of Tokyo-based In- 
ternational Business Information Inc., said: *Given this price 
level, profits on shipmaking operations are a near impossibil- 
ity, and producers, in essence, are building ships at a real loss.” 

Adding to their frustrations, South Korean-built ships are 
cheaper — even at today’s bargain-basement prices. More- 
over, the price differential has widened, to nearly 40%, since 
last September when the yen began its historic, sharp ap- 
preciation against most major world currencies. 

This is already showing up in lost orders. In fac?, a recent 
forecast by the non-profit Japan Maritime Research Institute 
predicted that between July and December of this year South 
Korean shipyards will take more orders, the first time ever 
for a half-year period. Japan’s share for the whole of 1986, 
expected to reach 40.1%, will still place it as the number-one 
shipbuilding country in the world. The gap, however, is clos- 
ing. 

"n the process, Japanese shipbuilders continue to rack 
up heavy losses. Only two of the top seven builders last 
year — industry leader Mitsubishi and number-two ranked 
Ishikawajima-Harima Heavy Industries — were able to re- 
port a profit, and that was due largely to the strength 
of their non-shipbuilding operations. Shipbuilding at 
present accounts for only 1095 of Mitsubishi's unconsoli- 
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Sasebo shipyard, Kyushu: not a happy industry. 


dated sales volume, down from more than 40% 10 years ago. 

All of the companies, however, have made a major com- 
mitment to diversification during the past 13 years, or since 
the Arab oil embargo in November 1973 almost overnight 
propelled them into a state of structural recession. And most 
continue to lose money, thanks largely to a more than 30% 
increase in the value of the yen (against the US dollar) since 
September of last year. 

According to Zengage of IBI, despite the fact that all of 
the top builders are actively engaged in diversification pro- 
grammes, “improvement in overall sales and profit levels 
should not be expected in the short term because orders for 
smaller-scale products like plants, marine structures and en- 
gines, also will fall due to the sustained revaluation of the 
yen.” 

The real root of the industry’s problems stems from slug- 
gish worldwide demand for new ships, to a large extent re- 
flecting the depressed state of the entire marine-transport in- 
dustry, which in recent years has seen ship capacity outstrip 
demand by an estimated 40%. And the situation is worsen- 
ing. 
A^ forecast made last year by the shipbuilders' association 
predicted that world new-building output will fall to 13.1 mil- 
lion gross tons in 1988, nearly one-third of peak levels in the 


Hitachi-built bulk carrier: the good days are over. 
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mid-1970s. Moreover, according to the report, a bal- 
ance between supply and demand will not be 
achieved again until at least 1992. 

Japanese shipbuilders already have begun to feel 
the effects: in 1985, though winning orders for 241 
vessels (6.3 million gross tons), the year’s cache 
nevertheless was 11% less than the previous year. 
And the downward trend is expected to continue, fall- 
ing to approximately 3 million tons by 1988, half of 
last year’s total. 

Reflecting this general outlook, an advisory 
panel to the Transport Ministry submitted a report 
in June recommending a 20% reduction in the na- 
tion’s shipbuilding capacity by March of 1988, or 
from 6.02 million tons to approximately 4.8 million 
tons. 

The panel urged shipbuilders to sell surplus land 
and facilities to a Transport Ministry-affiliat- 
ed purchasing agency established eight years 
ago during an earlier business slump. The agency, 
designed to assist financially troubled com- 
panies as they move into new lines of business, 
reportedly purchased nine shipyards for a total 
price of ¥36.8 billion. 

To achieve this objective, the advisory panel has called on 
the Japanese Government to offer both fiscal and tax incen- 
tives to help the industry with its rehabilitation and recovery. 
The matter has been taken under study by the ministry, and 
there is a strong likelihood a bill will be introduced to the 
Diet some time next year. | 


t present, the Japanese shipbuilding industry is com- 
prised of 44 companies. A 20% reduction in yard 
capacity would have the effect of forcing some of 
those companies out of business, while others will have to 
consider consolidating their operations. 

Several of the nation's major builders already have an- 
nounced planned facility cutbacks. Heavily indebted Hitachi 
Zosen Corp., in effect under the complete control of the 
Sanwa Bank group of Osaka, has indicated it plans to close 
two shipyards, and Ishikawajima-Harima Heavy Industries, 
is planning to cut its capacity by 60%, well beyond the Trans- 
port Ministry's guidelines. Others are expected to stay within 
the 20% range. 

Beyond facility curtailment, the industry is faced with the 
more difficult task of trying to reduce the overall size of its 
labour force, equally important to any rehabilitation scheme. 
The shipbuilders association, in a separate report is- 
sued last autumn, recommended a one-third man- 
power cut by the end of this decade, from 60,000 to 
40,000. 

Most of the major shipbuilders already have 
begun the painful process, which will be ac- 
complished mainly through early retirements, the 
transfer of workers to other divisions and affiliates, 
and the creation of new affiliated companies. 

Hitachi Zosen, the most financially troubled of 
the major builders, already has cut 5,000 from its 
payroll and recently has announced plans to slash an 
additional 3,200. Ishikawajima-Harima Heavy is 
planning to cut 7,000, nearly 30% of its total work 
force. Planned cutbacks announced to date by other 
major companies will be somewhat smaller. 

Whether or not these measures succeed in help- 
ing the companies weather the current storm and re- 
gain their lost vitality, remains to be seen. The prog- 
nosis, however, is not good. Concluded IBI's Zen- 
gage: "Industry recovery can only occur over the 
long term, with the realisation of benefits from con- 
tinued diversification programmes, reduction of ex- 
cess construction capacity and elimination of excess 
shipping capacity. It's not going to be easy." 
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ELECTRONICS 


A quadruple punch 
dents the nation’s 
flagship industry 


By Charles Smith in Tokyo 


apan’s flagship electronics industry is experiencing the 
J worst crisis any of its members can recall as a result of 

what one industry observer calls the quadruple punch of 
a high yen, collapsing sales to China, competition from Asian 
newly industrialised countries (NICs), and trade friction with 
the US. 

After experiencing an average growth in demand of 
nearly 14% in the four years up to 1985, the industry saw its 
growth rate slacken to @ rfiiserable 1.5% in the 1985 fiscal 
year (ended in March 1986). z "E 
This year, analysts at the In- 

dustrial Bank of Japan's in- 
. dustry research unit say sales 
will fall by 2.6% from year- 
ago levels, while profits of the 
15 major companies in the in- 
dustry will plunge to less than 
¥400 billion (USS$2.4 bil- 
lion), compared with the 
1984 peak of ¥ 1.35 trillion. 

In contrast with the motor 
industry, where Nissan Motor 
announced losses in Novem- 
ber for the first time in many years, all of Japan's mejor 
electronics firms were still in the black in the first half of their 
1986 business terms. Third-quarter profit falls, however, 
ranged up to 96.2% in the case of Sony — a company whose 
heavy dependence on overseas markets and on consumer 
products has made it particularly vulnerable to the effects 
of yen revaluation. For Matsushita Electric, the larzest 
consumer-products maker in Japan, the 31% profit fall 
the company suffered in the nine months ending in Auzust 
was the first after 11 years of steadily growing earnings. 

Of the four major blows that have struck the electronics 
industry since late 
1985, the yen's 50% 
revaluation, com- 
bined with continu- 
ing uncertainty 
about . month-to- 
month shifts in the 
exchange rate, is 
conceded to have 
been by far the most 
serious. For com- 
panies such as TDK 
(a top maker of elec- 
_ tronics components, 
which depends 
heavily on US dollar- 
denominated sales 
to US buyers), re- 
valuation has meant 
an automatic cut of 
¥ 4] billion (or 12%) 
in sales revenue for 
the first three quar- 
ters of 1986, which 
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THE =LECTRONICS RECESSION 
(Jan.-Sept. 1986) 


Source: Electronic Industries Association of Japan. 


Sino-Japanese joint-venture TVs in Canton: sales are down. 





has translated directly into heavily reduced earnings. 

Yet even components specialists like TDK, which are 
largely insulated against the trade frictions that dog makers 
of consumer durables, admit that yen revaluation might have 
been less traumatic if other setbacks had not occurred almost 
simultaneously. 

The virtual drying up of colour-TV sales to China (which 
took roughly half of Japan’s global exports of TVs in 1985), 
would have caused a crisis in one section of the industry even 
without exchange-rate problems, though Japanese electro- 
nics makers arguably were to blame for cashing in too en- 
thusiastically early in 1985 on what was obviously an over- 
heated Chinese market for consumer durables. 

The rise of competition from South Korea and Taiwan in 
what were formally the Japanese industry’s hi-tech preserves 
has been another major worry. In 1985, South Korea shipped 
60,000 video-tape recorders (VTRs) to the US, concentrat- 
ing mainly at the bottom end of the large American market; 
but South Korean shipments to the US in 1986 are extimated 
at 2.6 million units, or roughly one-tenth of estimated global 
exports from Japan. 

In a bid to fight off South Korean competition, Japanese 
makers actually reduced their dollar prices in the US in the 
spring of 1986 (before raising them later in the year). Partly 
as a result, Japan managed to increase its US sales volume, 
but at the cost of cutting its 
yen earnings from VTR ex- 
ports by nearly 20% in the 
first nine months of the year. 

The fourth major head- 
ache of the Japanese electro- 
nics industry — trade friction 
with the US and Europe — 
played a relatively small part 
in the troubles of consumer- 
electronics exporters during 
the first half of 1985 but has 
caused something approach- 

REVIEWTABLE by Ricky — Ing chaos in the components 
sector of the industry, where the main products are high- 
volume, mass-produced memory chips. 

Under a US-Japan agreement which was finalised in late 
July after more than six months of negotiations, Japan agreed 
to the adoption of a so-called fair market value system under 
which major Japanese companies were to submit data on 
their integrated-circuit (IC) production costs to the US De- 
partment of Commerce (DoC), which would then set prices 
for Japanese sales in the US market on a quarterly basis. 

The extreme variations between the highest and lowest 
prices set by the DoC for the products of different Japanese 
makers had some 
companies  franti- 
cally stepping up 
production in the 
third quarter of 
1986, while others 
were left virtually 
without orders. 

In the fourth 
quarter, a hew DoC 
price list led to com- 
panies which had 
been racing to meet 
demand in the third 
quarter having their 
orders cancelled, 
while others found 
themselves unex- 
pectedly swamped. 
Chaotic conditions 
in the US IC market, 
combined with the 
continuing effects of 
the US computer 
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| 19% fall in export earnings ot | 
he first nine months of 1986, according to figures | 
by the Japan. Electronic: Industries Association, 
ota production of ICs was down by 8.5%. 
ntrast with the difficult situation in the componen:s 
“output of industrial-use products, ranging from big 
'rs to personal computers, printers and peripheral 
ient was up 7% in the first three quarters of the yeaz, 
ing to association figures. 
industry analysts see this trend as having been criti- 
dependent on automation investments by Japanese 
ks, which may be largely complete by the spring of 1987. 
he current wave of bank automation has subsided, 
of industry-use equipment are likely to depend main y 
he cost-cuttin g efforts of other manufacturing industries, 
computerisation has been spurred by the need to 
he effects of the high yen. 
Because of the suddenness and continuing unpredictab:l- 
hifts in the yen exchange rate, most managers of Ja- 
electronics companies say they have had to follow a 
1 policy since early 1986, adjusting on an al- 
basis toa 3 ey changing situation. Within 
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nounced s six new overseas- prediction 1966, N a brad 
new ventures, or extension of existing pu while TDK 


existing deo in South Korea and De b EUN | 

A scheme announced by Toshiba in October to shift half | 
of the company's production of colour TV sets for export 
from Japan to Singapore, while increasing the vertical inte- 
gration of North American operations by producing TV 
chassis in. Mexico, represents one of the most ambitious 
pieces of strategic planning só far taken to cope with yen re- 
valuation. But even at Toshiba, moves that have been made 
to date are described as preliminary. 

By the spring of 1987, Toshiba hopes to have worked outa 
three-year plan providing for structural changes in all sectors 
of the company to take account of yen revaluation. Apart 
from providing for a further increase in overseas investment, 
in some cases designed to produce goods for shipment back 
to Japan, the pt will almost certainly: aim tc step up the shift 
to hi-tech producta- 'oshib. s do 






panese plants. : p 

By making this shift, Toshiba hopes to dil some of the 
gaps that will be left by increasing offshore production. Inthe 
case of colour TVs, the company is pinning its hopes on a 
growing market for sets with the new FST picture tube as well 
as on an eventual move to high-definition TV. Other major 
companies such as Matsushita and Mitsubishi Electric see the 
future in terms of very large TV sets with screens of up to 43 in. 
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ROBOTICS 


Robot business. 
is in for a hard | 
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and a swelling of the number of manufacturers from 
about 10 in the 1970s to 200 major makers by 1985, 
Japan's robot industry is in for a shakeout. To keep up sales 
to Japanese factories hit hard by the yen's steep appreciation, 
robot makers are having to cut prices to stay compe ve, and 
the smaller makers can cut prices only so far. < "A 
The. October collapse of medium-sized robot- maker 
Dainichi Kiko, in which six British and one Swiss institu- 
tional investors. had earlier poured ¥4.3 billion (US$26.2 
million), could signal the beginning of a an ugly end fog similar- 
sized makers, : 
Makers at the upper end of the scal 
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financial daily Nihon Keizai, 73 id Teco 
of ¥209.7 billion for the year ended 3 
of the 73.makers in the April: 
corded sales growth of 2896. 
Top maker Matsushita Electronics en (i jedá n 
in sales of robots which implant electronic. part 
boards and appliance chassis. The i indus | 
Fanuc, achieved brisk sales through its L 
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In deciding to shift production rapidly out of Japan to t 
account of exchange-rate shifts, companies such as Toshiba 
have faced delicate negotiations with unions over the mainte- 
nance of job levels in home factories. But management/ 
labour relations have not been the only point of tension. At 
TDK, a company which normally delegates decisions on 
overseas operations to a series of highly independent produc- 
tion divisions, top management stepped in with its own deci- 
sions in May, deciding to purchase or build overseas plants 
which would then be handed over to divisions for equipment 
with machinery. 


tralised management approach, is one of the few 

major electronics companies said to have been able to 
tackle emergency decisions on overseas investment through 
its normal decision-making machinery. Elsewhere, tensions, 
and occasional outright disagreement, between top manage- 
ment and division chiefs, have been in evidence. 

Apart from the need to react quickly and effectively at 
head-office level to exchange-rate shifts, companies have 
faced the problem of where — and on what scale — to invest. 
For most major electronics makers the strategy appears to 
have been to increase on-the-spot production in the markets 
of the developed countries of North America and Europe, 
while using the Asian NICs, and some Southeast Asian coun- 
tries, as export bases to serve other areas (mainly the Middle 
East and Oceania). 

In approaching Asia, however, Japanese investors have 
suffered from two dilemmas. Doubts about the possibility of 
future revaluations of the South Korean won and the New 
Taiwan dollar have made several companies hesitant to shift 


N EC Corp., which has traditionally used a highly cen- 


Among other robot makers in this “safe” grouping are 
Yasukawa Electric Manufacturing, Kawasaki Heavy Indus- 
tries and Fujikoshi, all riding on the wave of orders from the 
new overseas production plants of Japanese car-makers, 
which expect sales this year to rise by 20-2596. The main ad- 
vantage enjoyed by robot makers of this scale is their ability 
to market manufacturing systems using robots, rather than 
leave fortune in the lap of stand-alone sales of a single 
machine. 

Production of industrial robots is still maintaining a strong 
growth trend. The Japan Industrial Robot Association 
(JIRA) recorded production value of ¥300.1 billion in 1985, 
up 2176 over the 1984 amount, though representing a lower 
rate of growth than the 36% for 1984 (the 1980 figure was just 
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production out of Japan to these NICs, no matter how great 

the short-term savings involved in getting out of the yen. 
Elsewhere in Asia, scale appears to be a problem. T 
Companies such as Matsushita, which already have 
Southeast Asian operations aimed at domestic markets, | 
seem to be facing little difficulty in enlarging these so as to 
serve export markets as well. For newcomers, including . 
many medium-sized makers of run-of-the-mill products such 
as TV or audio equipment, deciding at what level to launch | 
into offshore uie dion is more of a problem. | Et 
Electronics-industry specialists differ on the extent to which | 
shifting production offshore may result in the “hollowing out" | 

(kudoka) of industry in Japan — a much-feared phenomenon 
which is already believed by Japanese electronics industry 
specialists to have overtaken industry in the US and Europe. | 
In one respect, however, the Japanese case seems certain to | 
differ from those of Western industrialised countries. — f 
Whereas major Western electronics companies resorted - 
from the mid-1970s onwards to original-equipment-manu- | 
facturer, or OEM procurement of finished products from | 
Asian manufacturers when they began to lose competitive | 
edge with home-based production operations, Japanese | 
companies, or at least the majot omes, seem determined to | 
supply themselves from offshore ventures which will be | 
owned and controlled by themselves. rd 
Japan's stranglehold on technology should thus remain in- — 
tact, as the industry moves to adjust itself to the high yen. | 
That being the case, most companies should survive to see | 
the day when production, of a new generation of hi-tech pro- | 
ducts, makes a comeback in Japan. oO | 


pe 
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a5 
¥80 billion). By volume, the JIRA estimates 1985 produc- — 
tion at 48-49 000 units. ic 
The 1986 production-value figure is expected to reach | 
¥ 320-340 billion as a result of new equipment investment by | 
major industrial-robot users such as makers of semiconductors, | 
electric machinery and cars. These manufacturersare desper- | 
ately seeking to cut production costs to maintain their com- | 
petitive edge in overseas markets threatened by the high yen. | 
Much of the effect of the yen’s revaluation, in fact, is yet | 
to be felt by the robot makers. Orders began slowing in Sep- | 


tember, according to the JIRA, but association managing di- ' 
rector Kanji Yonemoto nonetheless predicts production - | 
value growth of 2076 for 1986. Some makers arelessoptimis- | 


tic. An in-house study by Fanuc, for instance, predicts that a 
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. 1986 production value will actually 
fall below the figure for 1985. 

—— Smaller makers are being hurt 
. most by price-cutting. In 1983, weld- 
ing robots cost an average * 10 mil- 
. lion, according to a report by Tokyo- 
- based business consultants IBI Inc. 
. But by 1985, prices for these robots 
- had plunged to € 5-6 million. Assem- 
- bly robots had similarly fallen by ¥3- 

4 million each.. 

— Makers: surviving this fall-off in 

_ prices appear to be recouping losse$ 

- with value-added sales, particularly 

of factory automation and flexible 

manufacturing systems. These are 


more in demand as they facilitate quick production 
E to small-lot orders and new model variations. 
Part of the competitive strategy of the big manufacture-s 
[s to shoulder software-development costs. This practice has 
- in the past two years, become an industry standard, as, for 
Bol. in the case of personal-computer sales, where sev- 
. eral software disks are inelutled in anew hardware purchase. 
B But small makers have little choice other than to charge cus- 


-. tomers for software costs. 


| Because the industry is now weighted heavily with a icm 
_top makers, smaller makers are having to carve out specizl- 
_ist-niche business. One of the downfallen Dainichi Kikc's 
Strategic mistakes, a number of analysts concur, was that it 
_ tried to compete with the likes of Matsushita and Fanuc, and 


. to do so at a time of market oversupply. 


Other robot makers suffering from the yen’s value are 
those relying heavily on export sales under original-equi»- 
ment manufacturer (OEM) agreements. Among these, San- 
_ kyo Seiki saw sales fall 7.5% to ¥3.7 billion in 1985, partly as 
a result of order cutbacks from IBM of the US, which takes 


- about 70% of Sankyo Seiki's production. 


- Looking to the future, the robotics systems with most 
- promise, industry analysts agree, will be the so-called direct- 
- drive (DD) robots and intelligent robots with visual-sensiag 
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'he term robot has come to mean 
~ # many things to many people: a 
~ child's toy or spaceman's friend, the 
. ¢ar-maker’s automatic welder or 
| Spray-painter, or a host of other auto- 
-~ mated machines. 
A recent report on Japan's robotics 
ndustry by IBI Inc., a Tokyo-based 
usiness consultancy, makes the dis- 
nction first between “simple” and 


can be reprogrammed to perform dif- 
'rent tasks are sophisticated. Those 
hose operations cannot easily be 
hanged are simple. 

The Japan Industrial Robot Asso- 
ciation (JIRA) separates simple from 
sophisticated robots according to 
he robot's teaching input method. 
Manual manipulators, operated by 
hand, and fixed-sequence robots, 
hich are really automated mobile 
1achines, are classified. as simple 
»bots (though these types 
are not regarded as robots in either 


Mazda plant, Hiroshima- growing customers. 


'sophisticated" robots. Robots which _ 


of machines 
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driven, high-precision, high-speed 
robots, while non-DD types use an 
offset decelerator to slow the rate of 
arm revolution from the engine rate 
to the rate needed for the job. DD 
robots can be used, for example, in 
clean-room laboratories, and have 
high demand prospects in applica- 
tions intolerant of the friction and ir- 
regularity of movement caused by 
older robots using decelerators. In- 
dustry reports say several com- 
panies are trying hard to produce 
DD robots for less than Y 10 million. 

Vision-sensor-equipped robots, 
which the JIRA estimates account- 
ed for just over 10% of Japan's 


1984 total production of 40,000 robots, are expected to ac- 
count for 2096 , or 98,000 units, of all production by 1995. The 
ability to discern three-dimensional objects enables these 
robots to pinpoint the location of machines and parts, and de- 
termine the proper direction and motion of their own opera- 


Despite the uncertain prospects for fledgeling robot com- 
panies, the outlook for the industry as a whole appears en- 


couraging. It is still a high-growth industry, and is expected to 


remain so well into the 1990s. Export growth is still rapid, 
though it probably will slow this year. In 1985, exports ac- 
counted for 24% of all Japanese robot sales by value, and 
rose 40% in the year to ¥70 billion, an IBI study shows. Ex- 
ports to US electric-machinery manufacturers and car-mak- 


ers, mostly under OEM deals where the robots will carry US 


company brand names, made up 60% of all exports. 

IBI estimates that by 1995, the value of Japanese robot 
sales will have at least doubled from the 1985 figure to around 
¥ 1 trillion. Industry confidence in an assured future for in- 
dustrial robots stems from their increased efficiency and 


ever-increasing cost advantage over human labour. When 


Many things to many people - 


the US or Europe, according to IBI). 
Variable-sequence robots, play- 


back robots (those instructed through — 


physical guidence), numerically con- 


trolled robots, and intelligent oboli 
. are classed as sophisticated robots by 


the JIRA, whereas the Robot Institute 
of America classifies only these four 
“smart” types of industrial robots as 
robots. 
Simple robots are designed for 
mass-production uses requiring few 
model changes (for example, 
machine-tool processing - or plastics 
moulding and simple assembly). Sim- 
ple robots account for nearly all indus- 
trial robot uses in Japan. — 
Sophisticated robots, on the other 
hand, are used in the production of 
precision instruments and for welding 
and painting. Most big Japanese robot 


makers, IBI says, originally began as 


robot users. That is, they developed 


technology in-house to meet their own 
facie automation needs and jer as 


Japan’s first robots arrived on factory floors in the late 1960s, 
for example, their “mean time before failure” averaged only 
150 hours. Today the average is more than 1,500 hours. 


a sideline sold their mechatronics pro- 
ducts to other firms. - 

This is how the JIRA classifies 
robots: 
» Manual manipulator — man- 
ipulator physically “operated. by 
labourer. — 
> Fixed-sequence - robot — man- 
ipulator which sequentially follows a _ 
pre-set path movement not t easily 
changed. | 
x Variable-sequence robot — a seq- | 
uence robot as defined above; move- 
ment path can easily be changed. 
» Playback robot — labourer directly 
operates manipulator and inputs mo- 
tion coordinates; manipulator is able 
to continuously reproduce input mo- 
tion. — 
>» Numerically controlled - robot — 
robot which performs motions accord- - 
ing to numerically loaded instructions 
(punched paper rie cards or digital 
switches). 
- Intelligent robot — - robot which 
modifies operation in reponse to its 


"n and — capacity. : 
RS — Bruce Roscoe : 
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Fuji unlocks 
new opportunities. 


One key to international success is choosing the right financial institution. 
You need solid assets, diversified services, experienced personnel, and a worldwide network. 
You need Fuji Bank, one of Japan’s largest. 
Our growing network covers 38 cities in 23 countries to help you anywhere, anytime. 
Our about U.S.S177 billion in assets enable us to finance virtually any project. 
And our experienced international staff can provide you with a wide 
range of financial services and information. 
For a head start in international business, start with Fuji Bank. 
We'll open up considerable possibilities. 


d) FUJI BANK 


Tokyo, Japan 
Overseas Network 


Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Shanghai, Dalian, 
Guangzhou, Shenzhen, Sydney, Melbourne, London, Manchester, Düsseldorf, Frankfurt, Munich, 
Zürich, Luxembourg, Paris, Milan, Madrid, Bahrain, Tehran, New York, Los Angeles, Chicago, 
Houston, Seattle, San Francisco, Atlanta, Miami, Toronto, Mexico City, Sao Paulo, Grand Cayman 





Heller Financial, Inc., Heller Overseas Corporation 


Because of Misa’s enthusiasm, 
no other airline can offer you this: 





A THE JAL PLEDGE 


As highly trained and dedicated 

professionals we will confidently 
do our utmost 
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As the world's 
number one IATA airline we 
will maintain the highest standards 
of service, as befits 
our leadership position. 









Ass Japan's international airline 
we are bound by our own unique 

corporate sense of honor 
to fulfil these promises. 


JAPAN AIR LINES 


ItS a guaranteed pleasure. 





€ Mitsui was the first Japanese bank to tailor its international organization to 
correspond precisely with the realities of today's international markets. 

€ Mitsui decision-making is done at local level, with ultimate authority placed 
firmly in regional headquarters. p 

€ Mitsui can therefore assure customers of the 
fastest reaction to opportunity. 

€ For the full range of services in international 
banking, securities business, merchant banking 
and gr cene, Cos NOM T NEC contact Mitsui - first and fast. 


FINANCE 
FIRST & FAST 


Mitsui is best organized to respond fastest to customer demands in 











the era of global business and finance. 


C9 MITSUI BANK 


Asia Division Headquarters and Head Office: 
l-2, Yurakucho l-chome, Chiyoda-ku, Tokyo 100, Japan 
Tel: (03) 501-1111 Telex: J22378, J22559, J22634, J22644 





America Division Headquarters: | Chase Manhattan Plaza, 
New York, N.Y. 10005, U.S.A. Tel: (212) 269-9750 ~ 5 
Telex: WU 125435, 127616, RCA 232962, ITT 420637 


Europe Division Headquarters: 34/35 King Street, London 
EC2V BES, United Kingdom Tel: (01) 606-0611 — 7 
Telex: 888-519, 888-757, 888-902 











MACHINE TOOLS 


Rationalisation is 
on the cards 
for a high-flyer 


By Brian Robins in Tokyo 


he machine-tool industry in Japan enjoyed strong 

| growth over the past decade, but is now expected to 

undergo a severe rationalisation. Demand for machine 

tools tends to move in tandem with economic cycles, expand- 

ing when capital spending is strong and contracting when it 
slows. | 

That pattern was broken to some extent starting in 
the late 1970s, when technological innovation produced 
sustained growth for an extended period following the 
rapid progress made with numerically controlled machine 
tools and machining centres. Now, not only is the diffu- 
sion rate of numerically controlled 
lathes used in Japanese industry high 
— more than 70% — but the sharp 
slowdown in new capital spending 
has also resulted in shrinking de- 
mand. 

In addition, the latest voluntary re- 
straint agreement between the US and 
Japan will add to the industry's woes. 
Under this agreement, reached in late 
November, Japanese companies will be 
limited to the share of the US market 
they held in 1981 — around 50% of the 
US market for numerically controlled 
lathes and machining centres, com- 
pared with the present level of more 
than 70%, and around 19% for punch- 
ing and shearing machine tools, instead 
of the current 45%. The agreement, 
which covers other minor items as well, 
runs for five years. 

The US Government acted after 
complaints were registered by the Na- 
tional Machine Tool Builders Associa- 
tion of the US under Section 232 of the 
Trade Expansion Act of 1962. This sec- 
tion provides for possible protection 
from imports for national security 
reasons. Export restraints are also likely to be imposed on 
Taiwan, West Germany and Switzerland. 


Due to the difficulties already being encountered by 
Japan's machine-tool industry, it took some time to reach a 
consensus on the need to adopt voluntary export restraints in 
a bid to avert stiffer US action. Along with the restraint on 
imports?the US is to allocate up to US$5 million to help the 
US industry recover some of the technological ground it has 
lost to the Japanese industry over the past five years. 

For Japan's big exporters of machine tools, the agreement 
came as they were already grappling with a decline in new or- 
ders that commenced in mid-1985, and which has continued. 
In 1978, the total value of machine tools produced by the Ja- 
panese industry stood at 176.6 billion (US$1.1 billion). By 
1985, that figure had swollen to ¥1.05 trillion. Much of the 
growth in the value of production came from the introduction 
of numerically controlled lathes, whose output was valued at 
€ 703.8 billion in 1985. 

There is little evidence of a quick improvement in the in- 
dustry's current depressed situation. “Due to the high yen, 
Japanese companies are unable to forecast their future out- 
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put, so they are cutting production. As a result, orders for 
machine tools are down by 2096 compared with last year," 
said Keiichi Kawakami, assistant director of the machine- 
tool division of the Ministry of International Trade and In- 
dustry (Miti). 

“From 1984 to the first half of 1985, exports to the US and 
Europe rose, due to strong demand, but are now stagnant 


due to the high yen,” he said. “In 1984-85 exports accounted . 


for about 35% of production. Of that, exports to the US ac- 
counted for 4095, a figure which has since been largely sta- 
ic.” 

For a number of Japan’s bigger machine-tool producers 
and exporters, such as Mori Seiki, which has at various times 
relied on exports to the US for more than 60% of output, vol- 
untary export restraints to the US may be particularly pain- 
ful. Most of Japan’s big machine-tool producers have report- 
ed sharp profit falls, with most expecting lower earnings for 
some time to come. 

A recent survey conducted by the Japan Machinery Ex- 
porters Association showed that 76% of those surveyed were 
severely affected by the present slump, with the same 
number unable to cope with the exchange rate at present 
levels. Most are moving to squeeze operating costs, but are 





Numerically controlled tool: the best, but... 


hemmed in, since they are unable to raise export prices to 
fully recoup the losses stemming from the yen revaluation 
against the US collar. 

Like most of Japan's manufacturing sector, machine-tool 
makers have slowly moved over the past few years to estab- 
lish some assembly operations overseas. Most are in the US 
and only produce a small number of units. Whether the re- 
straint agreement will result in an increase in this process re- 
mains to be seen. 

Most industry observers argue that the machine-tool in- 
dustry is going through a cyclical downturn, which is being 
exacerbated by the rapid diffusion throughout Japanese in- 
dustry of more advanced numerically controlled lathes and 
machining centres, making any improvement in demand, 
even when capital spending does improve, problematical. 

"There is also the structural problem," said Craig Nelson, 
an analyst with Jardine Fleming and Co. in Tokyo. Much of 
Japan's export-led growth from the late 1970s was led by the 
auto industry. The industry and its related contractors and 


sub-contractors account for up to 50% of the output of . 


machine tools in Japan. “That expansion is now over, so de- 
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mand has fallen off. We are in the beginning of a shake-out of 
a drawn-out nature, and also in the middle of a cyclical 
downturn,” Craig said. 

The dramatic expansion in demand for machine tocls 
within Japan, along with production for export, drew a 
number of new producers into the industry — many of them 
small, family-run companies that may be unable to survive a 
protracted shake-out. 

US Government sources in Tokyo indicated that the 
drawn-out negotiations with Miti over voluntary restraint 
was indicative of the difficulty the ministry encountered :n 
persuading the smaller companies of the need to reduce ex- 
ports, particularly to the US. Many Sf these companies were 
concerned about the effect that curtailing exports would have 
on overall production levels. 

Now that the introduction of numerically controlled 
lathes has run its course, along with machining centres, re- 
newed prosperity for the industry may have to wait until a 
new technical breakthrough is achieved, which may not be 
soon enough to avoid a shake-out of existing producers. 

The next round of technical progress for the industry will 
follow developments in the application of flexible manufac- 
turing systems (FMS) toetht factory floor. This will involve 
the introduction of an amalgam of robotics and data process- 
ing to the existing systems. While these new systems are e»- 
tremely attractive to big manufacturers, moving from the 
concept to reality has proved elusive to date. 

Progress in standardising programming software, along 
with improvements achieved with existing production sys- 
tems, may break the impasse, leading to some gains in FMS 
technology in the near term, though the level of research and 
development spending is likely to be high. 

In the US, most of the work on FMS systems is being car- 
ried out by computer groups striving to develop appropriate 
programmes to handle the enormous data-processing needs 
demanded by the systems. In Japan so far, much of the work 
has been done by the machine-tool companies as they adapt 
to achieve similar aims. n 
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The cut comes 
now, and it 
hurts the majors 


By Bruce Roscoe in Tokyo 


apan’s textiles industry is descending its third downward 
J path, following the steady decline of the 1920s and the 

stagnation which took root in 1973 at the time of the first 
oil shock, when raw-materials and labour costs rose. 

Textiles manufacturing, of course, will not disappear 
from the Japanese scene, but the industry’s structure is 
changing. It is becoming dominated more by a growing 
number of small apparel makers, which textiles-industry 
analysts regard as the most profitable sector. On the other 
hand, the huge synthetic-textiles manufacturers and the mid- 
dle-weight weaving, knitting and dyeing companies are fac- 
ing their hardest times since the 1970s, when Miti launched a 
financial rescue package for the industry. 

As well as depressing other sectors of the economy linked 
to textiles, the industry’s poor business prospects are also 
having a psychologically depressive effect. Japan was the 
world’s largest producer of rayon, cotton and silk until World 
War II, and textiles exports made up half of Japan’s total ex- 
ports by value. Now, the industry is being snipped to a frac- 
tion of its former size. 

The strength of the yen is not the only factor depressing 
the industry, however. The currency shift is spreading the rot 
caused by the big 1985 drop in synthetic-fabrics demand from 
the Middle East, Japan’s largest export market for that item. 
Top synthetic-fibre makers Toray, Teijin and Asahi Chemi- 
cal all reduced production last year, and total synthetic-fabric 





Designs on the future 


Cc. the cream of Japan's de- the US and European markets, and at 
signer-wear world be suffering, the September Paris prêt-à-porter 





along with the mere mortals of the “‘as- 
sembly-line” garment business, from 
the yen’s persistent levitation? If the 
Council of Fashion Designers (CFD) in 
Tokyo, can be »elieved, the designer- 


- collection market is one sector that has 


escaped real casualty. 
A Japan's experts of men's and boys’ 


d suits, shirts, women’s and girls’ dresses 


and suits and blouses plunged Y14 bil- 
lion (US$86.5 million) from January- 
September this year from ¥58.5 billion 
in the same period last year, according 
to Finance Ministry statistics. Account- 
ing for the highest-priced items is de- 
signer clothing, but because no defini- 
tion of *designer" could pomy 
satisfy all those concerned, this ele- 
vated clothing bracket has no statistics 


ofits own. 


“The yen is almost no problem for 
us. Our clothes are so creative and ori- 


ginal, so different from anything else on 


show some of our designers did more 


business than last year,” said CFD exe- 
cutive director Nobuyuki Ota, looking 
prim in his top-shelf black suit that 
alarmingly resembled the military-style 
Japanese high school boys’ uniforms. 
Young black-clad female minions 
stood on hand in case of orders. 

Many of his council members, which 
include such big names as Haifae Mori, 
Comme des Garcons and Issey Miyake, 
are also anxious to dispense with the 
idea that anything as mundane as 
money might touch them. 

- Although Goichi Hayashi, business 


partner of designer Yohji Yamamoto, 


quickly denied profit loss, admitted, 
however, to a 20-25% margin drop in 
export clothing. Exports, 10% of com- 
pany turnover, normally carry a 35% 
margin: “Fashion is a risky business,” 
seas said. | 

s company is also looking around | 


18 DECEMBER 1986 e FAR EASTERN ECONOMIC REVIEW 


Shirt assembly: a shrinking industry. 


production dropped by a hefty 10%. Polyester-fabric pro- 
duction dropped markedly. 

Sales of the seven major textiles companies in 1985 rose 
only 1-2% and, according to industry reports, market prices 
were well down on 1984 levels. Rising sales of polyester film 
(for the fast-growing video-tape market), synthetic resins 
and other non-textiles products slightly offset this slump. En- 
couraged by high sales growth in the apparel sector, some of 
the majors are entering the apparel market with newly 
formed subsidiaries or tie-ups with apparel makers. Others 
are pursuing fields such as biotechnology and new-materials 
development. 

According to IBI Inc., a Tokyo business consultancy, the 
apparel market has become relatively easy to enter: com- 
panies with just a few sewing machines, a popular design and 
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a reasonable distribution network can average sales of ¥200- 
300 million (US$1.2-1.8 million) a year. Most of the approxi- 
mately 3,000 apparel makers are still of this size. 

Industry diversification is evidenced by the sharp fall in 
the ratio of textiles sales to total sales of the seven majors, 
with Toray at 63.1%; Asahi Chemical, only 27.5%; Teijin, 
69.8%; Unitaka,73.4%; Mitsubishi Rayon, 41.2%; Kuraray, 
67.695, and Toho Rayon, 88.2%. In the half-year to 30 Sep- 
tember 1986, sales value of the seven was down 7.39b : 
14.3%, 17.3%, 12.9%, 15.3%, 10.3% and 20.3%, respec- 
tively. Analysts say the fall in export prices has cancelled out 
all gains from lower raw-materials prices made possible by 
the high yen. 

Although by volume Japan’s textiles exports so far this 
year are holding ground, their yen value has shrunk, forcing 
the industry to lay off staff. Some major textiles producers 
have announced staff cutback plans in the past two months, 
while others are transferring staff to subsidiaries, some spe- 
cially created for the purpose of absorbing surplus workers. 

Export figures for the January-July period show a tonnage 
of 645,467, up 6,553 tonnes, or 1% over the same period in 
1985. Exports to South Korea by volume grew 32%; to 
Taiwan, 62%; the US, 8.4%. Safesto Hongkong and China, 
however, were down 8.9% and 18.3%, respectively. But the 
total was worth ¥708 billion, down 19.4%. The average yen- 
US dollar rate during the period was 41.3% higher than in 
January-July 1985. 

Leading synthetic-fibre maker Toray Industries in the 
next two years intends to reduce its current 11,700-strong 
workforce by 1,700, suspend polyester/cotton manufacturing 
at its Shizuoka factory and streamline production at its 
Ehime prefecture plant. Toray vice-president Shin Maekawa 
said in November that the company must “speed up person- 
nel reduction.” 

Toray began cutting back staff in April, when it had 
12,600 workers on the payroll. By March 1988, Toray hopes 
to have loaned 1,200 people to affiliated or friendly com- 
panies. Another 500 will be encouraged to accept early re- 
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for more overseas production bases to 


garment was US$100, then we have had 


from Europe, 


add to Yohji Europe in Paris, though 
no definite strategy has yet been 
formulated, he said. Other top de- 
signers are also considering overseas 
production, and some have begun ne- 
gotiations. — 

Hanae Mori International recently 
announced establishment of three joint 
ventures for spinning cashmere in 
China and making it into sweaters in 
Puerto Rico, but a company spokes- 
man denied the yen was a factor. 
Cashmere is cheaper in China and any- 
thing made in Puerto Rico is *Made in 
the US”, as well as less expensive, so 
cost and political concerns are satisfied. 
In any case, the venture was launched 
in the US by Hanae Mori, US. 


lasé Japan's top designers may be, 

but there is competition out there 
and pricing cannot be ignored: “We 
can't just choose our own prices with- 
out regard to the market, and we're 
being very careful in attaching price 
tags to basic items that are not part of 
the seasonal collections," said Kasuo 
Kajima, Issey Miyake's international 
department manager. “If the price of a 
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to increase it to US$110 or US$115, 
whatever we think will be acceptable 
on the market. But we have not suf- 
fered a profit drop." 

- Despite the squeeze, the designers' 
hackles rise at the mention of cost cut- 
ting: “We are trying to lower costs, but 
not drastically. There is no way to make 
a big change in price because we are not 
interested in making low-quality cloth- 
ing. We know of various priced fabrics, 
but we prefer to go for the best ones," 
Kajima said. 

Ota said: *European and US cus- 
tomers do not want to buy the one-off 
seasonal collection styles from Japan 
that they can just as easily get locally, 
so only a few designers can sell abroad 
successfully. Their creations have to be 
very special. And high prices are ac- 
ceptable for these." Certainly, anyone 
who opts for an outfit worth several 
thousand dollars is unlikely to care 
much about a discount of a hundred. 

If Japanese designers are holding 
their own abroad, what about the influx 
of imported creations made cheaper 
because of the yen? 

Most high-fashion imports come 


ifically France, —— 


where there has been little change in č | 


the yen-franc exchange rate, compared — | 


to the big yen-dollar change. Also, 


most US fashions are made in Japan 


under licence, so there is no price — 


change in Japan, no matter what the D 


yen does. 


Helping keep most brand-name D 


goods 
snobbery which cannot see how an item 
of true worth can possibly also be inex- 


pensive. At least, this is the excuse de- A 
partment stores have given when jus- — 


tifying high prices. 


Some goods have come down, how- 
ever, from media and consumer pres- 
sure: a non-seasonal, basic cashmere 


sweater by a well-known British brand, 


for example, has been reduced in price a 
by ¥3,000 from ¥64,000. Accessories —— 


have been more inclined to drop, and 
Hermés Japon Co. in September drop- 
ped prices of accessories, such as hand- 


rmly in place is the Japanese p" 


bags and scarves, between ¥1,500 and — 


1*1 52,000, mostly because the company 
felt obliged to pass benefits of the 
higher yen on to consumers after all the 
fuss about intransigent import prices. 
— Bronwen Jones 
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 tirement deals. Middle and senior-level management will be 


most affected, Maekawa said. 


Unitaka, normally bolstered by plastics and other non- 


textiles products, is also feeling the squeeze. In November, 
_ the company announced it would sack 600 of its 2,000 female 
employees, and lend out to other companies 200 of its 3,40C 


male workers. In the same month, Unitaka hived off four di- 


. visions into subsidiary companies, and has already transfer- 
red 100 staff to these. A further 200 staff are to be moved tc 
 non-textiles sectors such as plastic films. 


ix 


In the cotton sector, Kurashiki Spinning, hard-hit by fall- 


ing exports, is planning to lay off or transfer 1,000 of its 3,000 


cotton/synthetic sector staff by July 1987. Of these, 400 work- 
ers are in any case hired on temporary contracts. Kurashiki 


president Eizo Makiuchi regards the layoffs as "inevitable." 
- Before this latest staff reduction was announced, the com- 


pany between August and September had been dismissing 


prove at five of its seven cotton/synthetic textiles plants. 


pinner Toyobo has been selling off assets; first, a 
230,000-m tract of land, the site of its Suzuku plant in Mie 





> 


prefecture, which it closed in September 1984, to a property 


company. Toyobo’s cotton-spinning plant in Hammatsu, 
Shizuoka, also closed in 1984, was earlier sold to the Ham- 
matsu municipality. The next Toyobo asset to go on the block 
probably will be its factory in Imabari, industry reports say. 

Meanwhile, Teijin has announced that it will cut its tex- 
tiles-sector staff from 4,000 to 3,400 by April 1987. Teijin will 
be suspending short polyester-fibre production at its Ehime 
plant and scale down production of the fibre at the Mat- 
suyama factory, also in Ehime Prefecture. Short polyester 
fibre is mostly exported (and accounts for 30% of Teijin’s 
total exports), but China, the main market, is producing 
more of its own, while South Korea is becoming more com- 
petitive. 

Apart from the devastating impact of the high yen, export 
growth is newly restricted by an agreement to limit textiles 
exports to the US to a rise of no more than 0.8% of the 1984- 
85 amount by volume. In the protracted Japan-US textiles 
negotiations, ended in November, Japan also agreed to attach 
certificates of origin to all textiles exports, a move intended 
to thwart the Japanese trading-house practice of penetrating 
the US market from third-country export bases. R 
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and the North American East Coast 


Starting in Octeber, Mitsui O.S.K. Lines 
(MOL) opens a new chapter in its shipping 
chronicles with the start of regular container 
service between East Asia and the East 
Coast of North America. 
aes To guarantee dependability and efficiency from East to East, in either direction, look to 

on the new eastern route, a 10-day fixed 
interval is being adopted. Initial docking 


points are Hong Kong, Taiwan, Kobe, 
Nagoya and Tokyo in the Far East, and 
Savannah, New York, Saint John and Norfolk 
on the Atlantic Coast. 

For fast, reliable, scheduled shippifig 


MOL. We'll show you the best of both 
worlds. 





= MitsviOSK. Lines 


Head Office: Tokyo, Japan 


ong Kong: Mitsui OS.K. Lines (H.K) Ltd. Tel. 5-293110 Taipei: Ta Shin Shipping Co., Ltd. Tel. 02-5221144 Seoul: Pan Continental Shipping Co., Ltd. 
ia, 4. 778-7680 Manila: Magsaysay Agencies, Inc. Tel. 50-66-11/18 Bangkok: Mitsui OS.K. Lines (Thailand) Co., Ltd. Tel. 234-6252 Singapore: Mitsui OS.K. Lines 


Je (Singapore) Pte. Ltd. Tel. 2252811 Kuala Lumpur: Malaysian Shipping Agencies Sdn Bhd Tel. 2932211 Jakarta: Gesuri Lioyd PT. Tel. 670116 
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Small-scale ceramics; hi-tech toy: thinking is changing. 


SMALL MANUFACTURERS 


Time for a sharp 
increase in 
corporate creativity 


By Darryl Gibson 


he strong yen, trade friction and repeated calls for 

i internationalisation of the Japanese marketplace is 

having an impact on Japanese businesses well beyond 

those which have been the traditional engines of the Japan- 
ese economy. 

For smaller manufacturers, particularly those of souvenir 
goods, toys, sewing machines, household gadgets and a host 
of other items which used have a captive market at home — 
and strong demand abroad — the new international interest 
in Japan and loss of competitiveness overseas, because of 
the higher yen, are forcing companies to make both radi- 
cal changes in their market thinking and in their product 
lines. 

According to the 1986 report on small and medium enter- 
prises by Miti, Japanese consumers are rapidly abandoning 
making a product choice based on country of origin and buy- 
ing simply on the basis of design, quality and price. 

And wholesalers, long the scourge of potential exporters 
from other countries because of their vaunted loyalties to 
local manufacturers, are beginning to pay ever-greater atten- 
tion to Consumer changes. 

Nearly 50% of large Japanese wholesalers now deal in im- 
ported products as well as local ones, and among the smaller 
firms, the figure has risen to 38% , as companies look for new 
ways to tackle price and marketing problems. 

Retailers are giving more shelf space to imported goods as 
well, and a significant number told Miti surveyors they plan 
to increase the imported mix as quickly as new products can 
be identified. 

Large retailers have dispatched as many 4,800 employees 
overseas in recent months to search for new products and 
are even beginning to look for original-equipment manu- 
facturers offshore to supply store-brand items for sales in 
Japan. 

Ito- Yokodo, a major supermarket chain, has already con- 
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tracted for bicycle manufacture in Taiwan and Michii Co. has 
made arrangements with Chinese textiles companies to pro- 
duce goods under their direction and specifications solely for 
the Japanese market. 

A walk through the huge Daiei department store in 
Tokyo's suburban Himonya quickly brings the new emphasis 
on imported goods home to the shopper. On the first floor, 
the liquor rack is ringed by household gadgets which were 
once the hallmark of smaller Japanese manufacturing. But 
now, the egg separators come from Britain, the apple-corers 
from West Germany and the corkscrews from France and 
Italy. | 

On other floors, both goods produced especially for Daiei 
and those imported from many different countries directly by 
Daiei are given much more prominent display than in the 
past. And, according to a Canadian diplomat who tracks the 
giftware and miscellaneous-manufacturing section in Japan 
for the Canadian Embassy, when people see the items, they 
buy them. 

"Prices, particularly when you are talking about some- 
thing that costs ¥500 or so, aren't really that much of a selling 
point for these small, unusual items; but curiosity is," the 
diplomat said. “People are much more aware of other coun- 
tries than they used to be, and that is very much to our advan- 
tage." He said a recent giftware fair in Fukui, in northeastern 
Japan, brought Canadian exporters Y 40 million in sales in a 
few days. 

"The interest was quite amazing. The promoters offered 
free Canadian 35-cent coins, worth about ¥30, to the first 
500 shoppers at the fair, and they had to call in the police to 
handle the crowds which showed up to be first in the 
doors. Our distributors were thrilled and more such re- 
gional promotions have been planned to tap this new curio- 
sity among the Japanese in the area$ outside Tokyo and 
Osaka." 

Also, the wholesalers, who are seeing their margins rise at 
least somewhat because of the strong yen, have become 
much more aggressive in pushing imports across the country, 
this diplomat said. His observation was backed by the Miti 
small-business report, which found small and medium trad- 
ers are now handling a far greater share of imports for the 
consumer market than large companies. 

Several of those traders are former manufacturers who 
have seen their export edge, or the edge of their parent firm 
down the manufacturing chain, so seriously eroded that they 
have switched into being importers themselves. 

A Saitama prefecture firm which used to be an exclusive 
secondary manufacturer for the Japanese electronics indus- 
try is among those changing its ways. For years, the eldest son 
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of the company founder and owner had suggested the firm 
expand into other areas, but while times were good, the yen 
low and demand for the company's single product strong 
from its mainline electronics-giant buyer, the son's recom- 
mendations fell on deaf ears. 

- Since early this year, however, the father's mind has 
changed and the son has set up at least two new import firms 
and is looking at more. “At ¥180:US$1, we could barely 
break even, but below that — and [the exchange rate] has 
been there for a long time now — we simply had to look for 
-something else to make a profit," he said. 

. Within other industries, too, changes are coming. A 
Bbokesman for the Japan Microscobe Manufacturers' As- 
“sociation said the strong yen has left Japanese exporters is 
their worst position ever, but at least for the time being, he 
added, imports are not yet taking the local market away. 

= Watch companies are feeling the pinch too, but the Japan 
- Watch Importers’ Association said it is not simply the strong 
- yen which is causing local manufacturers trouble. 

. Because nearly 50% of imported watches come from 
‘Switzerland, the yen-dollar ratio is not very important in 
price changes; but the new interest in overseas items, intro- 
duction of low- 
cost imports like 



































high-priced Rolex, 
Longines or other 
hd high-class Swiss 
‘make, have all 
combined to in- 
crease imports 
considerably, an 
association spokes- 
G LL ] said. 

-. The other half 
‘of the imports, 
which tend to be 
low-priced me- 
chanisms from 
Southeast Asia 
and other areas, 
3. . 
have not been di- 
rectly affected by 
the strong yen, but 
because Japanese 
manufacturers 
must compete 
"outside on yen-based prices, use of imported components is 
becoming more attractive to some, the spokesman added. 

— Toy manufacturers are finding similar problems and are 
moving offshore to Southeast Asia, North America ard 
Europe in ever-greater numbers to take advantage of lower 
production and transportation costs. i 


| 


— [n 55 regional areas where Miti tracks economic activity 
by smaller Japanese companies, it found the strong yen was 
creating major problems for several reasons, including an ia- 
ability of small companies to compete in third markets, a lack 
of margin for cost cutting, increased competition wi:h 
domestic companies trying to convert from export markets :o 
local markets and increased competition from newly com- 
petitive imports. 

-— In conclusion, the ministry said only through. vitality, 
creativity and ingenuity will the firms be able to cope with the 
twin threats of a strong yen and consumers who are much less 
likely than in the past to buy Japanese simply for patrio-ic 
reasons. 

E: . But with Tokyo Shoko, a major credit-research corpora- 
tion, predicting at least 600 companies will go bankrupt this 
year with debts of more than ¥10 million, simply because 
they cannot cope with the strong yen, creativity and ingenu ty 
are going to be vital for Japanese smaller businesses. Oo 
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Global issues 
filter through to 
the shop floor 


By Bruce Roscoe in Tokyo 


apanese manufacturing companies are beginning to lay 
J Off workers as part of wider cost-cutting measures to 

combat the shattering effect of the high yen on exports. 
Hardest-hit are the steel, shipbuilding, and electronics indus- 
tries, though car manufacturers are also reducing their work- 
forces by transferring staff to different companies. Other 
companies are introducing the alien concept of work-shar- 
ing, by rotating workers to reduce the working week. 

Japan's official unemployment figures, however, are 
somewhat misleading. As of December 1985, according to 
the Labour Ministry, the jobless rate was 2.9%, up from 
2.2% in January and 2.8% in September. But these figures 
do not count as unemployed those who have actually been 
laid off but are still receiving part of their salaries. Labour 
Ministry statistics generally regard only those receiving un- 
employment insurance as out of a job. 

The Ministry of International Trade and Industry (Miti), 
to get a fairer picture of unemployment, used the US method 
of calculating the jobless ratio and arrived at a figure of 5% 
for September. That compares with 6.9% in the US, 11.5% 
in Britain and 8.7% in West Germany for the month of Octo- 
ber. The Economic Planning Agency (EPA) is siding with the 
Miti pessimists. Its September report on the state of the econ- 
omy contained a specific reference to worsening labour con- 
ditions, the first such acknowledgment in more than four years. 

The EPA believes that a structural unemployment rate of 
about 3% may be inevitable, given the shift of much man- 
ufacturing overseas. In any event, unemployment would re- 
sult from the official government policy of restructuring the 
economy, and the government of Prime Minister Yasuhiro 
Nakasone is committed to implementing a range of reforms 
with this objective. : 

Even before the advent of the high yen, smokestack in- 
dustries were beginning to show signs of decay that has been 
aggravated by the onset of stiff competition from South 
Korea, especially in shipbuilding and steel, and other newly 
industrialising countries. 

Shipbuilder Hitachi Zosen Corp. a year ago had 17,000 
employees. It is now planning to reduce this number to 8,000. 
On 30 October, the company announced it would fire 1,000 
of 1,200 workers at its Innoshima island yards. Ishikawajima- 
Harima has told its unions that it wants to shed 7,000 of 
24,000 workers by March 1988. The Labour Ministry esti- 
mates that there are about 16,000 surplus workers in ship- 
building and that 6,000 have been displaced from their jobs 
since January. s 

Of the five major steelmakers’ 180,000 staff, industry esti- 
mates regard at least 30,000 as superfluous. Kawasaki Steel is 
moving quickly to cut back staff, under a five-year workforce 
reduction programme intended to lay off 4,500 blue-collar 
staff, or 24% of the total. Kobe Steel wants to shave 5,000 
workers off its 29,000 payroll. Companies such as Nippon 
Steel are contemplating laying off workers for periods up to a 
month, in rotation. 

Coal mines are closing, displacing hundreds of workers in 
Hokkaido and Kyushu. Unemployment generally is severest 
at these regional northern and southern tips of Japan. Part- 
time work in forestry, agriculture and fishing can absorb 
some workers in regional areas. But manually skilled Japan- 
ese are finding it difficult to get work in cities such as Tokyo 
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such as computer programming and operating. 

Many are having to accept jobs in small service-oriented 
companies newly created by their employers. These start-up 
businesses are mushrooming, but few offer any real job secu- 
rity. Typical of the manpower needed by recently launched 
companies in this category are security guards, receptionists 
and janitors. Car manufacturers, such as Toyota, are taking 
similar steps by setting up workers in regional dealerships. 

Consumer electronics companies are biting the bullet, 
too. Among those which have already fired staff are Aiwa 
Co. which has persuaded 700 of 3,000 workers to “volun- 
tarily retire,” and tape-recorder maker Akai Electric Co., 
which has sacked 200 of 1,800 workers and plans to dismiss 
another 400 by April. These are believed to be the first 
lay-offs in the industry since 1975. Hitachi, Mitsubishi 
Electric Corp. and Fuji Electric Corp. have denied Japan- 
ese press reports that they intend to sack workers early 
next year. Privately, however, some company staff are ad- 
mitting they have heard of such plans. Apart from the poor 
export returns, these companies are also losing profits as a 
result of a steep fall in semiconductor prices. 
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May Day march, Tokyo: more are out of work, 


| 











Other companies are taking a variety of measures to re- 
duce personnel costs without actually firing workers. This is 
done most easily by altering the status of workers as full-time 
employees and putting them on the payroll technically as 
part-timers, though with a 40-hour week. This enables the 
employer to save costs on health and other benefits not be- 
stowed on part-time workers. Employer contributions to re- 
tirement plans also cease. 

A marked rise in the number of part-time workers was 
seen in a Labour Ministry survey conducted in September 
1985, and the trend is believed to have firmed considerabl 
this year. The ministry’s survey, of 4,000 companies with 
more than 50 full-time Workers, found that nearly 40% of the 
total service-industry workforce was part-time or temporary, 
compared with just 25% when the last such survey was made 
in 1979. 

Two other trends are taking root. One is for employers to 
refrain from taking on as many new staff as in normal years 
and instead increase overtime. Labour Ministry figures show 
that monthly overtime in the manufacturing industry was 
18.4 hours in 1985, a rise of 1.1% 
over the previous year. Yet, over- 
time pay ig many companies only be- 
gins after a certain number of addi- 
tional hours have been worked. The 
ministry is striving to promote short- 
er working hours and hopes by the 
end of 1986 to have the Diet pass a 
revision to the Labour Standards 
Law which would reduce standard 
working hours from the current 48 to 
45 a week. At the same time, how- 
ever, to alleviate the strain of un- 
employment on an economy increas- 
ingly hindered by a rapidly ageing 
workforce, the ministry is also lobby- 
ing for legislation extending the man- 
datory retirement age from 55 to 60. 

The other major change in the 
structure of the workforce is the 
surge in women workers, both full 
and part-time. Reflecting in part 
stagnant growth in wages, the 
number of part-time (less than 35 
hours a week, and not including the 
agriculture and forestry sectors) 
women working jumped 50,000 to 
3.33 million in 1985. Full-timers rose 
220,000 to 23.04 million. IR 


Lifetime employment? 


ephithet, “lifetime employment" is 
not a term wholly conceived in Japan. 
The American business consultant. 


2 ven Japan's state-broadcasting 
channel is calling the lifetime-em- 
ployihent system a myth. An NHK 
documentary screened in October fol- 
lowed the journey of a travelling sales- 
man through regional towns and to the 
doors of factories. His product: un- 
wanted labour from a Sumitomo 
aluminium plant in Toyama prefec- 
ture. 

Aluminium imports from countries 
where electricity was more cheaply 
generated than in Japan had surged to 
the extent local production was no 
longer economically viable. 
Sumitomo's smelter was closing, and 
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labour salesmen were being dis- 
patched to around 300 companies, 
most in business related to aluminium 
production. 

This particular salesman would be 
ushered into a company meeting 
room. He would sit, hands clasped, 
and bow. After explaining the long- 
term effects of the oil shocks of the 
1970s and the yen's appreciation of 
1985-86, he would give his assurance 
that his catalogue of workers was of 
the highest quality, though they might 
be “a little old.” Their average age was 
40. 
But like the Japan as No. 1 


James Abegglen used the words - 
"lifetime commitment" in his 1958 


book The Japanese Factory, to de- 
scribe management's attitude of re- 
sponsibility towards workers. Accord- 
ing to NHK, a Kobe University profes- 
sor translated Abegglen's *commit- 
ment" as “employment system.” 
interviewed Shinichiro 
Tanaka, a former labour-union boss of 


Oji Paper Co. about lifetime employ- 


ment. Tanaka said it may have ap- 
plied to a select group of white- 
collar staff, but others were “fired if 
they were sick, or unwanted." 

| — Bruce Roscoe 
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d Whatever you want in your shipping line, “K” 
ac^ cnn Line's got it. The routes. The sailings. The tran- 

ozal So shipment facilities. The experience and efficiency. 
In a word, everything you need as your bridge to 
better business. 













Tem bius | EE Far East/Japan-West Coast. 

ism n ea ep 2 transpacific container routes. 
poo A fessis N= “K” Line offers fixed-day-of-the-week service 
on two Far East/Japan — West Coast routes: 
Far East/Japan — Pacific Southwest and 


Far East/Japan — Pacific Northwest. And 
all *K" Line vessels are 2,000 TEU type 
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Eastbound “N R ` containerships. 
‘round the world ` 
direct to Asian ports Double stack car 








multimodal service. 


As soon as your shipment reaches the 
“K” Line-owned terminal in Long-Beach 
our containerships and 20-car, 200 FEU 
double stack trains connect for quick tran- 
e) shipment to Chicago, the Midwest and * 
New York. One B/L covers everything, 
door to door. And our multimodal service 
includes a computerized tracking system 
that can pinpoint your cargo's location 
any time. 


From U.S. 
East Cost 
ports you can 
ship your cargo 
with “K” Line 
anywhere in Asia, 
through the Suez Canal, directly to 
Singapore, Hong Kong, Kaohsiung, 
Busan and ports in Japan. You can also 
count on “K” Line's feeder connections 
to other Southeast Asian ports. 
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| We're Kawasaki. i 
E: Your bridge to better business. 


L è Containerships e Specialized Carriers @ Car Carriers e Tankers € LNG/LPG Carriers 
General Agent in Hong Kong: Kawasaki (Hong Kong) Ltd., Hong Kong Tel: 5-8615511 
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RETAIL DISTRIBUTION 


Under threat: a 
shrinking army 
of small-timers 


By Charles Smith in Tokyo 


he 5076 revaluation of the yen against the US dollar 
1 which occurred between September 1985 and the sum- 
mer of 1986 has highlighted the question of how foreign 
consumer goods enter the Japanese market, and of why their 
retail prices do not seem to reflect the realities of the yen ex- 
change rate. 

Seen from the vantage point of officials in the Ministry of 
International Trade and Industry's (Miti) small-business 
agency, the shift to a dearer yen poses another problem that 
is much closer to home. 

A high yen represents a potential threat to the survival of 
the huge army of tiny retail stores that make up the bulk of 
the nation's retail distribution system, since stores of this 
kind have traditionally depended on sales of home-produced 
goods which are now likely to cost more 
in relation to imports. 

How to protect the 6 million or so 


workers in the small-store sector from 
the impact of increasing sales of im- 


THE SHRINKING 
RETAIL SECTOR 





REVIEWTABLE by Ricky Hui 


ported manufactured goods by chain 
stores and department stores — or alter- 
natively how to persuade small stores to 
adjust positively to the new situation — 
represent major policy challenges for 
Miti’s small-business agency. The chal- 
lenge seems all the greater in view of a series of shifts in the 
pattern of domestic demand which had begun to undermine 
the position of small shopkeepers even before the problem of 
yen revaluation appeared on the scene. 

In comparison with most other industrialised countries, 
Japan has an exceptionally large number of retailers and 
wholesalers — so much so that, at the retail level, there is one 
store t@ serve every 69 people, while the population of 
wholesalers works out at one for every 277 people. Yet offi- 
cials in the Miti small-business agency claim to be deeply con- 
cerned about a decline in numbers of small shops and their 
employees which has become apparent in the very recent 
past. 

According to Japan's 1985 national census (published in 
October 1986), the number of shops in the small retail sector 
(those employing fewer than five workers) fell by more than 
100,000, or roughly 7.5%, during 1980-85, as the more effi- 
cient big-store sector stepped up competition. 

The exit of workers from the small-store sector has not so 
far had much impact on Japan's unemployment figures, Miti 
believes, since a large number ofthe people involved were el- 
derly owners of “mom-and-pop” stores who would soon have 
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ceased working anyway. But officials suggest that a con- 
tinued decline could begin to have social effects, especially if 
closures spread to stores owned by younger and more active 
people. + 

The situation is the more worrying in that many of the fac- 
tors undermining the competitiveness of small stores seem | 
likely to become more rather than less acute over the next | 
few years. Miti sees the increasing wealth and mobility of Ja- 
panese consumers as a problem for mom-and-pop stores, 
since affluent consumers tend to demand a larger variety of | 
products than the tiny neighbourhood shops can supply. 

Another problem is the microelectronics revolution ir 
distribution. This is terfding to produce a polarisation effect | 
between stores that can afford computerised stock-control 
systems and those that are too poor, or too much wedded to 
traditional ways of doing business, to keep up with the new 
technology. n 

In a more general sense, Miti specialists view the slower 
growth of the Japanese economy as a threat to the small-store : 
sector. In the decade-and-a-half of ultra-rapid growth that 
lasted from 1960 to the early 1970s, four or five tiny shops sell- 
ing an identical range of products could survive and prosper 
in the same shopping mall, especially if each was linked to a 
different major manufacturer. Today, overcrowding of sma là 
shops selling similar goods is becoming a major problem. 
As positive measures for coping with the threat to th e 
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Shopping in Tokyo: the overcrowding problem. 









small retail sector, Miti has offered special loans for com- 
puterisation, advice and help in the formation of “voluntary | 
chains” (groups of small stores selling similar products which - 
pool information on marketing trends while remaining inde- 
pendent), and assistance in the redevelopment of malls so as - 
to offer a greater variety of attractions than mere daily shop- | 
ing. 
In 1984, when the scheme got under way, Miti helped to 
plan four new malls in various parts of Japan featuring small - 
parks, public halls and other attractions in addition to shop- | 
ping facilities. Last year the number rose to 14 as more local - 
chambers of commerce applied for the ministry's help. E 
Apart from measures designed to help small shopkeepers 
keep up to date with consumer preferences, Miti is doing its - 
best to persuade mom-and-pop shops to handle more im- - 
ports. For the past year or so, Miti has been offering grants of - 
¥3 million (US$183,000) to help malls stage import fairs, | 
while individual shops qualify for low-interest loans to fi- 
nance import “corners.” (Californian wine corners have 
been especially popular with Miti following a plea from US 
President Reagan for more wine imports into Japan.) s 
But the government clearly does not believe that positive ` 
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of he economy. ‘By “way y of negative or protective mea- 
Miti presides over a number of laws which have had 
:ct of slowing down the encroachment of superstores 
traditional territories of small retailers. These mea- 
ave remained in full force since yen revaluation, even 
h a number of them arguably act directly to limit the in- 
se in retail sales of imported manufactured products that 
er declared government objective. | 
Xf the major measures protecting the position of small 
ekeepers (and inhibiting the growth of large stores), the 
| 
i 
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important is the so-called. Large-Scale Retail Stores 
Daiten Ho), which nominally enly requires companies 
ng new retail stores with more than specified minimum 
space to coordinate their plans with local chambers cf 
erce, but which actually provides local small retailers 
jirtualveto, > 
he need to increase Japanese imports of manufac- 
became urgent as.a result of US and European 
"in 1985, the Japan Chain-Store Association re- 
permission | trom Miti for its members to expand the 
ace devoted to imported goods outside the limits in - 
the Daiten Ho; ; pesmission was refused. 


iain-store owners say their request was based on the 
elatively high proportion of imported goods in the 
ales of chain-stores and supermarkets (7.276 of total 
They also claim they can increase sales of imported 
re can owners of small stores, since 

rt channels, whereas small stores 
| by wholesalers which have in tura 
i T renem] trading companies. 

e arguments seems to have impressed Mit , 
1 thought the association was more ir- 
e in breaking through restrictions on its members’ 
om to expand than in the import issue as such. 

nd. major. form of protection enjoyed by small 
u aa ata OE which jours m 



































liquor s 
in-store enna pened that this has ke | 
-on liquor sales by more than 9076. of the 6,000 
operated by members of their association while re- 
sales to. small, old-fashioned retail outlets 
elatively few imported products. 

ase of other types of products, chain-storz 
they would be well-placed to step up Rm zt 

] owed to do so. Access to "parallel" i 

isky and brandy, which generally sell in pon et 
fhan the same products supplied through a 
irer’s agent, is one reason why the chain stores 
hey could boost sales. ——— — 

ther merit claimed by chain-store operators for their 
em is the ability to introduce in-house brands. 
1s largest superstore chain, Daiei, carries an in-house 

| of Scotch whisky, but attempts by other chain stores to 
h their own brands of imported liquors were abandoned 
> companies concerned found they could not sel 
g enough retail outlets. to make the exercise worth- 



















































ie attempt | by chain-store ¢ owners to use imports as a way 
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supply. | He pid dos so, the cold traditional ia dic. 
ons. nm have . marked the. retail- distribution indus- 





‘Still grov 


` panies can avail themselves of the scheme from 1 October to 


_ year-earlier figure. Its target contract volume in the current 


V ing, ! 
new avenues 


are in demand 


By Bruce Roscoe in Tokyo 


ontinued annual growth of 20% in Japan's leasing in- 
Cs i$ now in doubt, as a result of the decision of 
many companies to postpone acquisition of new pro- 
duction and office EID. until business prospects 
brighten. 
Yet for this very reason, some leasing companies' profits 
are swelling as manufacturers choose to lease or rent equip- 
ment under contracts which allow the items to be returned 
easily. Leasing also gives companies a tax break, because if 
they do not own their equipment, uey need pay no fixed-as- 
sets tax. 
Since Japan’s first leasing company, J apan Leasing Corp., 
opened its doors in 1963, the industry has grown to a con- 
tract-value size of ¥4.8 trillion (US$29.3 billion) in the year 
ended 31 March 1985, and the Japan Leasing Association, 
with over 155 member companies, predicts the figure will be 
¥8 trillion by 1990. The association admits growth may slow 
from now, but it still sees solid growth for those leasing com- 
panies which diversify their business to include other types of 
financing. 
And leasing is official. In September, the Tokyo Met- 
ropolitan Government launched a leasing programme aimed 
at helping small and medium-sized companies struck by the 
currency shock. Under the programme, designed to accom- 
modate the needs of.176 types of business, companies can 
lease equipment for between three and seven years, and pay 
a yearly fee of 1.54-3.15% of the equipment-purchase price. 
Administered by the Tokyo Metropolitan Small And 
Medium-Sized Enterprises Promotion Public Corp., com- 





31 January 1987. Interested companies tell the corporation 
what equipment they want, and the corporation buys it on 
their behalf. Saitama and Kanagawa prefectures, bordering 


Tokyo, have begun similar leasing services, as has Shizuoka 


prefecture.’ 

Leasing companies doing best appear to be those estab- 
lished as a joint venture with banks in regional areas where 
the currency revaluation has been felt strongest. In the south- 
western Kinki region, for example, Chushin Sogo Lease, 
owned by Sumitomo Bank Leasing and the Kyoto Chuo 
Shinyo Kinko bank, reported an outstanding contract value 
of Y 1.1 billion for the year ended 31 March 1986, double the 


financial year is 3.5 billion. Chushin Sogo Lease's contract 
volume in April alone was 432 million, 30% up on the fig- 
ure for April 1985. Nearly all of the business is written with 
chents of the bank. | 

The Himeji Shinyo Kinko. bank. in ‘April began a leasing 
company, Himeji Shin Lease, with Sumisho Lease, and is 
equally bullish. Himeji Shin Lease estimates its first-year 
contract value at ¥3.3 billion. Demand for personal com- 
puters and other office-automation products i is contributing 
to Himeji Shin Lease's confidence. 

Aoki Lease Co., the largest leasing company in Shizuoka, 
notes, however, a dramatic slowdown in business in the sec- 
ond half of this year. Aoki president Yasuji Mizoguchi said 
companies are.more watchful over spending as the economic 
climate turns bleaker. Interest charges for the leased equip- 


tween 6-6.5%. 


ment are set according to the bine primb. rate, of be- . 





















pan's Ens leasing companies ; still operate indepen. 
y of banks. But in the past two years, most of the major 
Japanese insurance companies, securities houses and. con- 
struction companies have established leasing affiliates. 
In the past year, some Japanese leasing companies have 
diversified into lending to foreign governments. They are not 
allowed to lend money, but the transactions are sneakily dis- 
guised by an offshore purchase and buy-back deal of goods 
„| such as cars, usually with a foreign investment bank acting as 

 anintermediary. A Japanese leasing firm, for example, could 
J— buy a fleet of taxis in the US from a US bank, The US bank 
then sells the taxis back to the Japanese companies, but of- 
fers payment by instalment and. with interest. Meanwhile, 
the whole payment for the taxis from the Japanese leasing 
company has been channelled to a foreign debtor. 

More conventionally, major Japanese leasing companies 
are moving into overseas markets in tie-ups with foreign car- 
rental companies, and for the supply of industrial plant, 
whereas international leasing deals previously have been 


. leasing contracts for the supply of Brazil $ Tubarao steel mill 
and equipment for Indonesia’s 
Pertamina oil refinery in 1983, 
followed in 1984-by a ¥100 mil- 

lion. lease contract with a. 
"Spani: ho | ‘electric-power com- | 







"The top” Japanese leasing ||! ice ee 
companies are now trying to be- 
come eed services. com- 












Orient Leasing 
| -Century - 


all with. 


g Syst 
: Generi Leasing Ce. ]icom 
| contract volumes above ¥100 jE 


billion. New business lines in- » 
clude housing loans, consumer | 
it fina ing ands venture -capitali in- |" 
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currency k battle 


By Richard Hanson in Tokyo | 
, 081 October, Japan and the US declared what many 
e regard as an armistice in. what was a long battle to 
force the yen higher and the dollar lower. In exchange 
for Japan's promises to, among other things, stimulate its 
economy and lower interest rates, the Americans said, in ef- 
fect, they would resist protectionist pressures and stop bully- 
ing the yen into appreciating much more. 

That agreement was reached, and announced, after sev- 
eral weeks of talks between Japan's Finance Minister, Kiichi 
Miyazawa, and US Treasury Secretary James Baker, which 
began in San Francisco in September and continued through 
October's IMF meeting in Washington. 

The Miyazawa-Baker statement concluded that “the ex- 


i change-rate realignment achieved between the yen and the 
.| dollar since the Plaza ee is now broadly consistent 









confined mostly to aircraft. This diversification. began with. 
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LEASING CONTRACTS _ 
_{Year ended 31 March 1985) 


e ising Corpa (== ee 


Value : 
2 (¥ million, % change) | 


- and Miyazawa had a specific range in mind was left 
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Leasing is becoming more acceptable among 
especially young people. Consumer-products leasing 
panies have proliferated in Tokyo and Osaka and of 
ranging from sports cars and dinner suits to home-us 
— or even a yacht. This market traditionally has be 
stricted to short-term expatriates who do not want to c 
themselves to buying furniture and electrical applia Ci 
now it is available for anyone who wants to enjoy the 
life for even just a night. One new Osaka leasing com 
range includes imported lingerie. Target customer 
mooners. Companies such a appear t to make | 
their money from membership n 

Makers, of course, disdain. 









































of a still caéh- onented society. palet a ROS 
bring out a new model every second year, or, in the 
electrical-appliance makers, each year. New purc 
become old-fashioned or obsolete. Industry analyst 
fore tend to regard the fast growth of leasing asan 
result of a finely tuned consumer society. Manufa 
faced with e innovations, also do not wa 
left high and dry with infe | 
; pacity. P5 
i —By share, consumer 
§ equipment. still accounts 
1 biggest sector of the li 
B ness. By product, com 
leased most. Leasi 1g Co 
for office-automation 
ment in the year ended 31 M 
| 1985 totalled ¥1.35 tril 
40% up on the figure for fi 
cial 1984, according to the fi 
cial- daily Nihon Keiza 
bun. Second. in share : 
industrial and man 
f machinery, following close 
f the heels of. the factory-au 
] mation boom. Declining sect 
-arë ship- and. medical-equ 
ment ipic | 
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But the market quickly came around to the feeling that. 
where around * 160: USS1 — give or take a few yen — 
not offend anyone. ] 
What is clear is that, like itor not, Japanese industr 
the past year has been jolted into living with a strong ye 
merits and demerits. On the positive side, the 
strength has turned North America into a. bargain ba 
for Japanese corporate shoppers. It is cheaper now to ir 
in American production plants to replace exports | 
home. But export profit margins have frayed bac div.’ n 
economy hassuffered. — . | 
The question is whether — and for how lc long — the 
thorities can keep exchange rates stable. Although th 
clearly a top priority for the government, the answer E 
clear: m. 
Barely two weeks after the Miyazawa-Baker sta 
Miyazawa was back in a press conference with comme 
suggest that there is no clear consensus over the deli 
question of where the ven should be. Considering the: 
state of the economy, the minister declared clearly tha 
thought the yen was still too high. That helped weaken 
currency a bit. A senior official at the Bank of Japan (B. 
described Miyazawa's comments as "personal opinion. 
At the root of the exchange-rate debate is the naggi 
lemma of whether the trade imbalance of the US and 
(a huge deficit and a huge. surplus, respectively). ca 
fact be reduced and protectionist pressures in tl 
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defused. There are strong arguments that the yen must coa- 
tinue to appreciate to achieve those goals. At the very least, 
the yen should not weaken. 

The EEC goes so far as to suggest that a substantial reduz- 
tion in the Japanese surplus could only be achieved if the yen 
appreciated (by, say, another 20%), during 1987-88, while 
Japan takes measures to stimulate the economy and to coa- 
tinue opening markets. 

The EEC reckons a 20% rise in the yen plus economic 
stimulus would bring Japan's current-account surplus down 
to the equivalent of 2.2% of its GNP in 1987-1990, compared 
with 3.7% last year. The US current-account deficit would 
fall to 1.7% of GNP compared withe3% in 1985. 

It is unlikely that Japan's politicians would sit still for a 

rise of the yen to YY 130 or so over a relatively short period — 
even if the external balance could be brought into an éc- 
ceptable range. A number of unknowns could turn the 31 Oc- 
. tober agreement into a short-lived ceasefire. 
Chief among the uncertainties are the results of America’s 
November mid-term election. Political pressures from a 
Democratic Party-dominated Congress might make protec- 
tionist measures against Japan more likely, if the yen dees 
not strengthen. e * 

The ven's recent saga began at New York's Plaza Hote in 
September 1985, when monetary officials of the Group of 
Five — the US, Japan, West Germany, Britain and France — 
agreed to push fora weakerdol- -* 
lar. The results were breathtak- 
ing. The yen leaped in several i 
steps from around ¥240:US$1 
before the G-5 agreement to a 
peak in Tokyo of 152.55 on 20 
August. 

Officials say the effort was 
successful beyond expectations, 
mostly because nearly everyone 
in the market already agreed 
that the yen was drastically 
undervalued and was contribut- 
ing to the spectacular bloating 
of Japan's current-account 
surplus. In the first three quar- 
ters of this year, the surplus 
reached an annualised US$80 
billion, as a result of inflated eur 
dollar receipts from exports and b" 
cheaper imports. i 

But by the start of summer 
this year, the effects of the yen's 
appreciation clearly were being felt by Japanese industry. 
Nissan Motor, for example, reported a half-year loss as a re- 
sult of exchange movements — its first. 

As the export-led side of the economy began dragzing 
down GNP growth, pressure to stabilise the currency g-ew. 
- That was when Miyazawa began his talks with Baker. Part of 
the price for America's cooperation would be a long-so.ight 
(and long-resisted) further cut in Japanese interest rates 


three times during 1986, to 3.5%. BoJ governor Sa-oshi 
Sumita resisted for some time pressures for another cut. 
But a "surprise" decision to cut it once more to an all-time 
| low of 3%, effective from 1 November, put the icing oa the 
_ Miyazawa-Baker agreement. 
—. It now seems that the decision to lower the rate was 
reached within the government as early as September. With 
hindsight, it is now clear that even Sumita agreed, perhaps 
grudgingly, to the move as early as the IMF interim mesting 
in Washington in October. 
A senior BoJ official explained that the BoJ’s thinkimg on 
the discount rate shifted from negative to positive after a 
series of events and indicators. The BoJ’s reluctance to cut 


T» BoJ had already cut its official discount rate 
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the rate, he said, was based partly on fears over an accelera- 
tion of the growth in money supply over the summer. In 
June, the money supply indicator showed an annual growth 
of 8.5%. By August, it had accelerated to 8.9%. That was 
despite deflationary pressure in the general economy. ~ 

Officials were also alarmed by sharp speculative rises in 
share prices on the Tokyo stockmarket and land prices in 
Tokyo. The BoJ argued that looser monetary policy might 
fuel inflationary pressures. Moreover, the BoJ felt the gov- 
ernment should do more on the fiscal side to stimulate the 
economy. 

The BoJ says its worries on inflation and price speculation 
receded in September when money-supply growth stopped 
accelerating and stock prices came down. The government's 
effort to produce a package of stimulative measures (pre- 
sented along with a supplementary budget at the end of Oc- 
tober) and push for tax reform set the stage for its discount- 
rate cut. 

The BoJ admits that the rate cut in itself will have little im- 
pact on the economy, but combined with a stabilising yen the 
impact could be more significant than earlier cuts, after 
which the yen continued to appreciate. If lower short-term 
rates in Japan make it easier for the US Federal Reserve to 
cut rates in America, all the better. 

The best guess is that Japan can expect to live with a 
strong yen for some time to come. However, one can draw a 
scenario to the contrary. Japan's trade position could de- 


teriorate faster than is generally thought. While the value of 
FPC, JAPAN-KYODO 


Miyazawa; the BoJ: a clutca of uncertainties. 


Japanese exports has so far risen on the back of J-curve cur- 
rency effects, export volume is flagging and real demand de- 
teriorating. If oil prices rise, Japan's current-account surplus 
could be cut. At thé same time, long-term capital outflows 
may remain high. Some US$86 billion poured overseas in the 
first nine months of 1986, nearly twice the 1985 amount. 

Such a combination might depress the yen, if markets 
worked in simple ways. They do not. Sophisticated investors 
cover, in elaborate ways, overseas investments arf traders 
hedge export contracts, which distorts short-term exchange 
movements. 

As Kazuo Fujii, the veteran manager of the Bank of 
Tokyo's funds and foreign-exchange division commented: 
"This time, the yen's appreciation is going to be permanent." 
That is, there will not be a sharp reversal, as was the case 
when the yen appreciated in the 1970s. 

Fujii warned that if the yen did slip back to the *€ 170-180 
level against the dollar, “90% of Japan's exporters can make 
a profit — so we're back to three years ago." The same trade 
problems and pressures would occur. “Japanese companies 
are too export oriented," said Fujii. *A higher yen will be a 
good tutor for them to see how dangerous it is to be export- 
dependent," he said. Oo 
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DKB. Japan's largest bank. 





International financial services? 
We talk your language. 


T aa © a oe We're talking Euro-yen capital market activities. And we're talking business 
"ule in Japan. In fact, we're multilingual, capable of talking many of the languages 
you speak, like currency and interest swap transactions. We're also quite 
fluent at making order-made financial plans for you. 

These talents grow out of over $203 billion in assets, making DKB the 
strongest funding base in Japan. We offer services that are worldwide, 
integrated and completely comprehensive. Thats how we got to be who we 
(Unit: Billion Yen) are. Not just by being friendly, but by talking your language. 





$5000 
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We have your interests at heart. 


DAI-ICHI KANGYO BANK 





Head Office: 1-5, Uchisaiwaicho 1-chome, Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 
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Are Gaining New Identity Nc 
at Nippon Steel 


















That’s because we’re using our broad 
expertise in steelmaking technologies and | 
applying this knowledge to the development : 
new materials, processes, and electronics. . 
In order to meet user needs and to improve - 
product quality, we carry out sophisticated, 
user-oriented tests. One example is evaluating 
the characteristics of NSC-produced silicon 
wafers in a variety of user-specific application: 
Such in-house, user-oriented tests are rarely 
performed by wafer makers. 

Assessing the properties and application 
of materials for electronic devices is a step whic 
takes Nippon Steel far beyond the materials 
production stage. It helps to improve the qualit 
enhance the value, and realize the new potential 
of various materials, including new ceramics, 
metal hydrides, carbon fibers, shape memory | 
alloys and more. Our capabilities also includ 
computer-aided microanalysis, plasma blastinc 
and laser welding. E 

As the next century draws near, Nippon 
Steel will continue to lead the way as a fully 
integrated manufacturer of materials and product: 
And as an innovator of new processes and 
services. For traditional materials of every type 
and for advanced, value-added materials that m 
the diverse needs of today's high-tech industrie: 
rely on Nippon Steel —the company that continue 
to identify future pathways to success. 








NIPPON STEEL 


Tokyo, Japan Telex: 22291 





Branches: 
Tel: 
Tlx: 


The bank with performance and potential. 


Head Office: PO. Box 5698, Manama, Bahrain. Tel: 232235. Tix: 9432 ABC. Telefax: 274674. 


London: 
01-726 4599 
893748 ABC 


THE 
OF TRADE FINANCE 


The ABC Group Trade Finance specialists have 
never been so strongly positioned to respond to 
today’s demanding trade finance requirements. 

Apart from detailed knowledge of the Middle 
East markets, ABC's global network allows the most 
complicated international deals to be financed 
quickly and effectively. ABC can arrange short and 
medium term, fixed o~ floating rate finance 
denominated in any major currency, together with 
currency and interest -ate swaps. This innovative 
competitive service is available throughout the 
Group's subsidiaries and affiliates. 

Our expertise has meant efficient funding for 
a growing number of companies — why not profit 
from our success? 





Arab Danking Corporation 


Milan: New York: Paris: 
(02) 801-131 (212) 850-0600 40.70.01.01 
322240 ABC 661978 ABC 648343 ABC F 





Singapore: 
224-2977 
RS 28989 ABC 


Other ABC Group Offices in Bahrain, Barcelona, Frar kfurt, Grand Cayman, Hong Kong, Houston, London, Madrid, 


Monte Carlo, Rome, Singapore and Tokyo. 
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Champs Elysées; Chang Yu's Reclining Nude: artistic relations with Europe. 


Chinese painters drawn 
to the magnet of Paris 


By John Clark in Paris 


efore New York, Paris was the cen- 
tre. of artistic aspirations for an oil 
painter. From the late 19th century until 
the 1930s to have exhibited in the Salon 
du Printemps or Salon d'Automne was 
the certificate of excellence brought 
home to distant Brazil or Japan. It 
guaranteed public commissions, por- 
trait work, and professorial sinecures. 
China woke up rather late to the 
magnet of the world metropolis, and 
only in the 1920s did Xu Beihong, 
Chang Yu and others make it to Paris. 
Many who returned to China like Xu 
took home a narrow academic realism 
already 50 years passé in France, but by 
then well enough known in parts of 
China to give Xu the credibility of au- 
thentic achievement. It is still difficult to 
assess whether Xu's superficial realism 
was the product of his own dilletantism 
and inclination to political meddling, or 
to the limited horizons of his Chinese 
wie shea ' | l 
Equally difficult to interpret, and 
with equally catastrophic implications 
for artistic relations with Europe was 
the case of Chang. He seems to have 
come to Paris in 1918 to escape an un- 
wanted marriage, and though not an art- 
school student, he was one founder in 
1922 of the Heavenly Dogs Society, an 
association of Chinese painters in Paris. 
He was known as the “Chinese Matisse” 
in the 1920s and 1930s, a sobriquet 
which never left him and would mean 
that after the war he would have dif- 
-ficulties in selling his work. Something 


| of the playboy typical of his kind from a 
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rich provincial family in Sichuan, Chang 
took the advances from a dealer in- 
terested in promoting Far Eastern 
painters without producing the work. 
The dealer then took up Fujita Tsugu- 
haru (Leonard Foujita) who by the 
1930s became an established name for 
École de Paris. | 

Chang had the same lackadaisical re- 
lation to dealers when he returned to 
post-war Paris with part of a fortune ac- 
cumulated by his deceased brother in 
the silk business. He proceeded to 
squander his money, and in the end lost 
both the large German mistress and 
French aristocratic companion reputed 
to be his models. Younger Chinese art- 
ists found him in the 1960s living on 


three francs a day and painting in poor - 


colours on cardboard from magazine il- 
lustrations. In 1965 money was sent for 
40 works to be exhibited in Taipei, but 
after dispatching the pictures he spent 
his travel funds on a trip to Egypt.. He 
died in a gas-filled loft in August 1966, 
and no one knows whether he took his 
own life, or confused by a malnourished 
brain, forgot to turn the gas off. 
Because Chang chose not to re-enter 
China with his *Chinese Matisse" repu- 
tation, one speculates he had some psy- 
chological shield which protected him 
from the ruthless pressures of the Pari- 


sian art world until it was too late for 


him to adapt. Maybe the lack of a stable 
companion meant reality never 
threatened his sense of uniquenesss. In 
his work, quite casual — if skilful — ap- 
plication of Chinese linear skills to fig- 
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, ft CE 
ures or flower compositions never cap- | 
tures the material contours of flesh asin | 
Matisse's work. Nor do we ever find the | 
alternative Chinese attention to com- — 
positional voids — negative space — | 
pursued as if there was something un- | 
known the artist needed to grasp at the | 
complex juncture of two visual cultures. | 

The artists who came from China | 
and Taiwan in the late 1940s and 1950s | 
were different. Zhao Wuji (Zao Wu-ki) | 


and Zhu Dequn (Chu Teh-chun) left | 
- certain social ostracism, if not worse, on » 


the mainland. Zhao could speak French ~ F 
before he left and had well-off relatives | 
in France. He was also fortunate in find- | 
ing a niche in the Parisian art world of | 
the 1950s for a “Chinese abstractionist,” | 
a niche which he was more than able to | 
fill, and moreover develop his own style | 
via the inspiration of Klee and Tachisme | 
into some of the great abstract lyricist | 
works of the 1960s. Y 


EE 
| 


hu is not as well known internation- : 
ally as Zhao, even though in some | 
technical respects Zhu developed ab- | 
stract lyricism from a position closer to | 
Chinese calligraphy. Zhu had arrivedin | 
Paris from Taiwan in 1956 and promptly — 
devoted himself to French studies and | 
to getting into the Salon du Printemps. - 
Yet his success did not serve as a | 
springboard to re-enter the Chinese art | 
world, as it would have done fora previ- | 
ous generation, but to secure a foothold | 
in the French art world, one which his | 
efforts with the language and his | 
friendships with local artists reinforced. | 

Zhu, and in some ways Zhao before | 
him, represents the continuation of b 
links between the Hangzhou Art Col- | 
lege Western Painting Department and | 
France, where teachers like Lin Feng- | 
mian and Wu Dayu had studied and had | 
attempted in the late 1930s to foster a | 
Chinese synthesis with postimpres- | 
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even inevitable, for Zhu to want to 
break out of the provinciality of 
Taiwanese painting in the 1950s to go to 
France. One admires above all his con- 
tinued willingness to be influenced by 
European art after he had arrived, 
rather than, as has been the case, to wish 
to strengthen his previous idée fixe of 
European art acquired at art college. 
De Stael and Rembrandt both had an 
enormous impact, and as Zhu has pro- 
gressively moved towards a synthesis 
between some Chinese composiéional 
ideas and certain technical properties of 
oil colour, one sees a genuine search for 
the lyrical freedom he could not find in 
China. 

It is the search for the intellectual 
and technical foundation of free expres- 
sion which brings many Chinese artists 
to Europe, as much as the financial 
security or art world recognition which 
permits it. Unfortunately material suc- 
cess was only ever av&ilable to a few. 
There were 18,000 artists in France dur- 
ing 1975-80. Of these, about 20% were 
foreigners, though they did constitute 
41% of those thought “successful.” 
Thus until 1980 foreign artists were en- 
tering a very competitive world, and 
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siortism and fauvism. It was natural, 







while there was some success, it must be 
said that these figures do not reveal the 
formidable attrition rates in foreign art- 
ists who did not make it and had to re- 
turn home or find other occupations. 


oday, while Zhao Wuji is interna- 

tionally famous and Zhu Dequn has 
found a place in the art world, the situa- 
tion for Chirese artists in France can 
only be more severe. The French art 
market has gradually contracted with 
the rise of New York, and the number of 
French patroms who might buy modern 
art by foreigr artists has also declined. 
A Chinese artist in Paris now can choose 
to further explore European realism or 
fantasy painting using figurative forms 
with Chinese content and aesthetic sen- 
sibility. Or, a Chinese artist can choose 
to take specifically Chinese motifs and 
re-work them in a stylistically fresh 
manner with a signature identifiable to 
the French or European art market. 

Among several who have taken the 
former route are Chen Yingde from 
Taiwan and Chen Jianzhong (Chan Kin- 
chung) from Canton and Hongkong. 
Both were already trained in academic 
realism before they came and have been 
moved — frecuently by the experience 





| Beethoven is back, all he 


| needs is an orchestra 


By David Bonavia in Hongkong 


ah ! can conduct the Yellow River Con- 
certo standing on my head," says Li 
Delun, conductor of the Chinese Cen- 
tral Philharmonic Orchestra, who re- 
cently visited Hongkong. “It is rubbish, 

written by a committee." 
The 69-year-old Li is a noted cellist 
and conductor who studied Western 
music in Shanghai and Moscow, but was 
effectively prevented from pursuing his 
career during the Cultural Revolution 
(1966-76), except to play works 
favoured by the late chairman Mao 
Zedong's widow, Jiang Qing, now serv- 

ing a life sentence in jail. 
"Jiang Qing used to come in when we 
were rehearsing," Li says. *Nothing was 
| right for her. She said the brass section 
| was too loud, and wanted the trom- 
| bones taken out. You can't play West- 
| ern symphonic music without trom- 
. bones, so I offered to cancel the tuba 
| part instead, and we kept the trom- 
| bones." Jiang's taste in Western music 
| was mostly concerned with a few late 
| romantic — composers such — as 
Rachmaninoff. *She was a musical ig- 

| noramus,” says Li. 

In 1974 the Gang of Four headed by 
| Jiang attacked Li and other well-known 
| musicians by publishing articles in the 


, 
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press denoumcing Beethoven and 
Schubert as “bourgeois,” and banning 
the performarce of “non-programme 
music.” This meant that no abstract 
music without a specific theme taken 
from life could be performed. 

The condenanation of abstract music 
was probably a barb aimed at premier 
Zhou Enlai, who had approved the invi- 
tations to Austrian, British and Ameri- 
can orchestras to perform in China. 

Li says he was interviewed by the 
then minister of culture Yu Huiyong as 
to whether Beethoven symphonies 
could be performed in China. The 
minister denounced Beethoven’s Fifth 
Symphony as ““atalistic,” and the Third 
Symphony (the Eroica) because it 
celebrated Napoleon Bonaparte, an 
“imperialist aggressor." 

Li suggested the Sixth Symphony 
(Pastoral), because it was a portrayal of 
peasant life. Yu turned it down on the 
grounds that the peasants could not 
have been as Fappy as the music, be- 
cause they were oppressed by landlords. 
However, Jiang consented to attend a 
performance of the work by a foreign 
orchestra. Yu committed suicide after 
the purge of the Gang of Four in 1976. 

However, even in 1977, after the re- 
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of seeing European art works in the 
original — to push towards a quite per- 
sonal expression. Despite the tradi- 
tional European visual method and 
material they employ, both are modern 
artists seeking their individual vision. 
This requires mixing their Chinese 





turn to power of the formerly disgraced 
vice-chairman of the communist party 
and vice-premier Deng Xiaoping, it was 
still difficult to persuade bureaucrats in 
the cultural sphere to loosen up their 
control on performances of Western 
music. But from then on things im- 
proved, and Li was allowed to choose 
what works he would perform. 

“A new concert hall with a capacity 
for some 1,500 people has been built in 
Peking," he says enthusiastically. “All 
our present concerts are sold out. The 
young people especially want to hear 
Western music.” 

As for Chinese traditional music, 
which is mostly based on the five-note 
scale, Li says it must develop a new trad- 
ition for itself. One problem is that it has 
almost no concept of polyphony or har- 
mony. “It took the Russians half a cen- 
tury to catch up with West European 
classical music,” he says. “But look at 
what wonderful things they produced 
when they did. It is up to our musicians 
to find their own new style.” 

Li was harassed by Red Guards in 
1967 and made to wear a placard pro- 
claiming him a revisionist and bourgeois. 
And he had to mop floors in a state of 
semi-imprisonment known colloquially 
in China as the “cowshed.” Then he had 
to conduct works like the Yellow River 
Concerto and the militaristic Shajiabang 
Suite. Some of the musicians in his or- 
chestra quivered with disguised mirth 
when they had to play such trite works, 
he says, and had to hide their faces be- 
hind their music sheets. 

After graduation in 1946, Li con- 
ducted the orchestra at the communists’ 
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background with thematic materials 
from their everyday lives in Paris — 
Chan Yingde’s factory sites and Chen 
Jianzhong’s windows, gates, and piles of 
wood. They do this rather than work up 
sentimental views of China from travel 
sketches or photographs. 

Their survival must in part be due to 
their wives. Chen Jianzhong arrived in 
1969 and was joined by his future wife in 
1972, but was able only in 1977 to give 
up part-time jobs to concentrate on 
painting. Chen Yingde has had the sup- 
port of his wife as well as some earnings 
from his journalistic writings introduc- 
ing mainland painting to Taiwan. 

Neither artist proclaims himself as a 
Chinese artist. Chen Yingde reacted 
against the narrow realism taught in 
Taiwan with his spectacularly ocular 
compositions which owe much to 
Georges de la Tour. Even though 
French critics have attempted to see the 
legacy of Song realism in Chen Jian- 
zhong’s work, it is surely his individual 
direction with a realist technique and his 
ability to exist in lonely Paris which has 
created such well-tempered work. 

Chen Jianzhong said in a 1985 
catalogue: “If I were to put it in words, I 
paint simply, and just record what in- 





wartime base of Yan’an in northwest 
China, and later at the Central Opera 
Theatre in Peking. He pursued further 
studies in the Soviet Union, conducting 
some 20rchestras there, before return- 
ing to China as conductor of the Central 
Philharmonic Orchestra. He also con- 
ducted in Czechoslovakia, Finland and 
Cuba, and in 1974 led the Central 
Philharmonic on a tour of Japan. He ap- 
peared in Europe conducting the 
Luxembourg National Radio Orchestra 
and the Schwerin Philharmonic in 1985. 


T conductor speaks fluent Russian 
and English though he has only 
spent six hours in the English-speaking 
world — in transit at London Airport. 
This has been his second visit to Hong- 
kong this year and links between the ter- 
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terests and suits my expression in the 
surroundings. Then I go home and re- 
fine it into a picture." Yet, from looking 
at his pictures, one wonders how his in- 
terest is aroused, how its suitability to 
expression is judged, and how the re- 
cord is to be refined into art. Appa- 
rently, Chen distinguishes these stages 
in perception and creation. It suggests 
any "Chinese" aesthetic values must 
now be discovered through the de- 
mands of visual realism, and not in the 
viewer's association of that realism with 
anything “Chinese” about painting 
forms." 


he other route of Chinese artists 

abroad has been followed by three 
recent immigrants from Peking, permit- 
ted exiles from the Xingxing (The Stars) 
group of 1979-80 (REVIEW, 27 Nov.): 
the sculptor Wang Keping and the pain- 
ters Ma Desheng and Li Shuang. All of 
them have been variously taken up as 
cause célébres by the international 
media, particularly the news-starved 
Peking correspondents of the early 
1980s. 

Li emerged from the labour camp 
and now lives with her husband Em- 
manuel Bellefroid, a Sinologist who did 





ritory’s Philharmonic and mainland 
Chinese orchestras were cemented by a 
performing visit of the Hongkong musi- 
cians to China earlier in the year. 

China at present has about 10 con- 
ductors approaching Li's standard. Pe- 
king has seven symphony orchestras, 
Shanghai five and about 20 provinces 
have one each. But their standard has 
slipped because of the Cultural Revolu- 
tion, and Li tours the country encourag- 
ing them to improve. A few big cities 
have musical conservatories, and young 
musicians of merit are being encour- 
aged to strive for international stand- 
ards. The common problem is that 
whereas there is often a high standard of 
technique, interpretation may be lack- 
ing in sincerity or originality. (This is a 
frequent problem of Oriental musicians 


French Embassy in Peking. A sincerely 
naive artist, whose artistic views and un- 
sophisticated expression would have 
scarcely raised a ripple in most East 
European capitals, she appears to have 
survived well both odious political re- 
pression at home and media overexpo- 
sure abroad. During a visit to the US in 


1986 when accompanying her husband | 
on a sabbatical at Stanford, she said | 


with devastating honesty in an interview 
with a Chinese newspaper: “Oil paint- 


| ing B really too difficult, and it gets | 
more so. I used to really enjoy painting, |. 


but now it's not easy to get down to it." 

Confronted now with the actual 
works of the Bacon or Balthus she ad- 
mires, she appears to recognise the 
daunting technical and psychological 
rigour needed to extend her own work 
in this direction. Li's recent collages — 
decorative with a Chinese taste as well 
as a hidden ,biger bite — sell reasona- 
bly well. 

Unlike Li, Ma has not found a stable, 
domestic life. He was clearly the 
ideologue of the Xingxing group. He 
came to France after a brief Swiss inter- 
lude in 1985 without a French spouse or 
secure domicile, and only intermittent 


studying Western music, though there 
are noted exceptions in South Korea 
and Japan.) 

Another problem is with instru- 
ments. Many were confiscated or 
smashed during the Cultural Revolu- 
tion, and new ones simply cannot pro- 
duce the same tone as ones that have 
carefully aged. But with dedication and 
encouragement, Chinese young perform- 
ers will undoubtedly begin carrying 
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his national service as an analyst at the | 























off more prizes at international music |- 


competitions, such as the Tchaikovsky 


Competition in Moscow at which Li re- 
cently helped judge the cello perform- 
ances — a gruelling task, he says, listen- 
ing to the same work played and re- 
played for 10 hours a day. 

About one thing Li is quite certain: 
musicians should not get involved in 
politics. But ina movement like the Cul- 
tural Revolution there was no choice of 
being involved or not — prominent 
musicians were automatically treated as 
targets by the Red Guards. They were 
relatively lucky, however, because after 
a year or two even the Gang of Four 
realised they needed Western-style 
music if only for propaganda purposes. 


The future is promising, not just in | 


terms of new musicians coming to the 


fore, but in the awakened interest of | 


Chinese young people in both Chinese 
and Western music. China has virtually 
skipped the gramophone stage — no de- 
cent record-players have been produced 


in China for decades, and the cassette |. 


tape has now taken over completely. In 
due course, no doubt, hi-fi systems will 
become popular, but at present they are 


too expensive or just not available. D | 


87 










































ies himself ds a Chi 
rking in France rooted in his experi- 
ce at home. Although the freedom of 
istic expression in Europe has al- 
ved him to develop the quite personal 
ialogue through abstractionist ink 
orks which was formerly suppressed. 
e still maintains a debate with the 
hinese art establishment at home. 

His stress on the purely artistic re- 
urements for modern Chinese paint- 


uence, which from the outside at 
'ast would prove the necessity of artis- 
freedom — even licence — before 
s can develop. Indeed, despite the 
ge number of younger artists in China 
‘ying to develop a style of. modern 
ainting, it was only through the free- 
om to exhibit more widely in 1985, and 
^ debate modern art openly in 
hongguo Meishubao (China. Art Jour- 
) and Meishushichigo Currents in 
| Thought) that a new style was 
ang is amiable and courteous in 
F the manner one has come to expect 
n the children of highly educated Pe- 
£ families, Despite his regretted ex- 
ses in the past as a Red Guard which 
ht cause more professed self-doubt, 
he extreme brevity of his creative 
rience as a sculptor, he has great 
-assurance. This would surprise any 
er of Brancusi or Moore aware of 
-effort these artists put into what 
ppears to be the product of creative 
‘Wang has begun to enter the main- 
m of European sculpture with a 
: Of witty, quirky pieces, full of dis- 
ul but not wholly savage humour at 
in orifices, organs and their func- 
. He has a large, government-fund- 


itions, sales, and has had a work 
to the wife of President Francois 
terrand by an exhibition for world 
han rights. - ! 
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: exhibition confirmed this view by 
Ccess. : o, 

iere is no doubt that if Wang's 
nely surreal talents are matched 
developing plastic expression, one 
see in his works the fertile combi- 












sent situation permits him to de- 
-; Like other. Chinese artists who 
come through Paris from time to 
— Zhang Dagian, Zhao Chun- 
.— Wang is confident he knows 
tis there to be transformed and of 









to create art. 








ig is surely at variance with his own ex- | 


udio, a French wife and child,. 





of elements from Han, African | 
ropean modernist sculpture that ' 





Rubber deal for peasants 





sular Malaysia by Shamsul Amri. Baharuddin. Institute of Southeast Asian 


| 
From British to Bumiputra rule: local politics and rural development in Penin- 
| 


Studies, Singapore. 5847.50 (US$21.70). 


K ampung Chempaka, once a swampy 
bush area. was born out of econo- 
mic conditions which led nearby peas- 
ants to clear whatever available land 
there was to plant rubber. They were 
caught up in tae rubber fever that had 
gripped Malara since the turn of the 
century. But in growing rubber instead 
of food crops, the pioneers of Kampung 
Chempaka vio ated the colonial agricul- 
tural policy which allowed peasants to 
grow food crops only. The penghulu or 
local Posi functionary, was sup- 
posed to ensure everyone adhered to 
the policy. 

But at the same time, the penghulu 
because of his political and economic 
power, was able to convert orchard or 
kampung land to rubber land without 
difficulty. The disadvantaged position 
of the peasants vis à vis the official-cum- 
entrepreneur, who included school 
teachers and government clerks, con- 
tinued even after independence. It was 
this official-entrepreneur class that later 
became members of United Malays Na- 
tional. Organisation, making the party 
the new vehicle through which the in- 
terests of their class were expressed. - 

This analysis of the position of the 
Malay peasantry by Shamsul Amri 
Baharuddin presents a watershed in the 
study of development at the village 
level. It shows the close connection be- 
tween local politics and rural develop- 
ment, and raises a plethora of questions 


about development. planning and ad- 


ministration which those earnest about 
rural development should consider. 


Afghanistan: The Soviet War by Edward R. Giradet. Croom Helm, London. 


£17.95 (US$25.50). 


dward R. Giradet has written an ex- 

m traordinarily good account of the war 
in Afghanistan, sacked with the kind of 
detail that few journalists have been able 


to-assemble over the past eight years. 


Reporting the var in Afghanistan has 


become a precar ous business. Last year 
the Soviet ambassador in Pakistan wam- | 
_ed journalists that if they were caught 


with the mujahideen (the rebels), they 
would be shown no mercy. Giradet's 
six trips into the country with various 


guerilla groups isno mean achievement. 






| 
ciety and how they are manifested with 
| 





' when he describes battles, the move- 


the cities in what has become for the 


Itisone of the merits of the book that 
the author, a National University of 
Malaysia anthropologist, offers insights | 
into the dynamics of politics within the 
local community from an historical 
standpoint, thus revealing important in- 
terconnections between development 
policy and the political context as well as 
demonstrating the enduring nature of 
political divisions in local society. Of | 
particular import. is the illustration of 
how people of high status have a distinct 
advantage over their inferiors. It is evi- 
dent that the author has an intimate 


. knowledge of the subject; the study is 


drawn from two years of field research 
and the rich ethnographic account of 


' people adds flavour to the solid research 


upon which the bookisbased. = = 
Some readers may find the book to 
be of special relevance since the study 
had been carried out by a local scholar. 
This reader, for one, holds that such a 
work would not have been possible had | 
it been otherwise. It is a staggering ac- 
count of the tensions, unr 





unresolved dilem- 


mas and contradictions within local so- 


the introduction. of modern electoral 


. politics and how all these impinge upon 
_ peasant life. 


Malay local society in the process of 
development, the author shows, does 


not. merely encounter problems of 


changing "traditional" attitudes. The 
experience of the peasants in Kampung 
Chempaka if anything, indicates the 


. willingness of the peasantry to grow new 
crops like rubber and oil palm which 



















ly descriptive style is best 


His high 
ment of refugees and the uprisings in 


Soviets their most costly campaign since 
1945. His account of Soviet tactics, the 
weaponry and machinery at their dis- 
posal would put an academic military 








forgettable quot 


from a schoolgirl to 





yielded higher returns. But, it was the 
lack of land and the inability to convert 
the qiltivation status of their land which 
provided the main obstacle to change. 


During British rule the colonial ad- | 


ministration's hostile attitude towards 
peasants was reflected in its policy to 
discourage peasants from growing rub- 
ber through strict imposition of restric- 
tive cultivation conditions. Not only did 
the colonial government impose a *no 
rubber condition" on new land acquired 
by peasants after 1910, but those who 
wanted to grow rubber on their lands 
had to pay higher land taxes than those 
who grew food crops. 

By contrast, the British rulers 
favoured the European plantation own- 
ers. Generous loans were granted to 
them during the growing period before 
the rubber trees could be tapped for 
latex. Large acreages of the best land 
were alienated to the European plant- 
ers. In 1922 the colonial government in- 
troduced the Stevenson Restriction 
Scheme which protected, in part, large 
plantation interests. 


T imposition of colonial policies was 
ensured by the British administra- 
tion system, according to Shamsul, and 
its bureaucratic procedures posed dif- 
ficulties for the peasants. It was not easy 
for the peasants to apply for new land or 
to convert land for planting food crops 
to growing rubber; all applications had 
to be made through the penghulu first 
and invariably his patronage figured 
prominently in whether or not an appli- 
cation was ultimately granted. Not sur- 
prisingly, it was the penghulu and the 
villagers close to him who received pre- 
ferential treatment from the district of- 
fice when applying for new land or when 
converting orchard to rubber land. The 
penghulu could also apply for small gov- 
ernment loans to buy land and engage 
labourers to convert plots to rubber. 

In Kampung Chempaka, the pen- 
ghulu group — which consisted of the 
local chief, his extended family mem- 


losing all the men in her family, through 
death or imprisonment. *I am unhappy. 
My heart is in a cage which the birds 
have left. It is empty. Sad. Havoc is 
everywhere. I don't know how this will 
ever ende When you walk in the streets 
all you see are faces hidden behind 
dusty layers of sadness." 


hat the author fails to communi- 

cate is precisely those “layers of 
sadness." In other words the social 
and political make-up of the Afghan 
people, the highly complex reasons 
for the war and why it continues, and 
the tribal, ethnic and religious mosaic 
of the some 300 guerilla groups that 
are doing the fighting. Major ques- 
tions are left unanswered; why did 
the communist experiment fail in Af- 
ghanistan, why have the guerilla groups 
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bers, and his close aides as well as vil- 
lage heads under his control — clearly 
had a distinct advantage over other vil- 
lagers. It was the penghulu group which 
was given government contracts to con- 
struct minor irrigation projects in the 
area. As a result, it was this group in the 
village that was able to consolidate its 
economic position. 

In the chapter on livelihood and so- 
cial divisions in Kampung Chempaka, 
Shamsul examines the impact of rural 
development policies on the peasants in 
post-independence Malaysia. He ques- 
tions the assertion that a new agricul- 
tural policy which emphasised crop di- 
versification. and contained new 
strategies had actually been introduced 
during the first decade of indepen- 
dence. A close look at the programmes 


that were undertaken, he writes, would : 


show that there was no fundamental 
change at all and instead the policy was 
a continuation of colonial agricultural 
policy. The pattern was that poorer 
Malay peasants often were unable, for 
economic and bureaucratic reasons, to 


been unable to unite, what is the na- 
ture of the arms pipeline that supplies 
them. 

He gives a couple of paragraphs to 
the Geneva negotiations sponsored by 
the UN, which have preoccupied the 
diplomats of Pakistan, Iran, Afghanis- 
tan and the Soviet Union for four years. 
There are only two paragraphs on the 
immense arms network which supplies 
the mujahideen — which now involves 
the CIA, Chinese and Arab intelligence 
agencies as well as Pakistan. The entire 
gambit of the deep-seated rivalry be- 
tween the Parcham and Khalk factions 
and the failure of the socialist experi- 
ment in Afghanistan is reduced to a few 
sentences. There is also very little 
analysis of the diverse but more effec- 
tive guerilla groups operating inside Af- 
ghanistan, compared to the Peshawar- 





_torted by 
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participate in development schemes. | 


Electoral politics, and party politick- 
ing for grassroots support, was not with- 


out consequence. The author, in the | 
same chapter, draws attention to the al- | 


legation made by some party leaders 
that development projects were really 
"carrots" for the ruling party's officials 
and supporters before an election. It 
was also alleged that sometimes it was 


not coincidental that a particular village | 


was not chosen to participate in a deve- 
lopment project; it was common for po- 
litica® considerations to determine 
which village would receive high-yield- 
ing seedlings and so on. 

The examination of bumiputra po- 


licy, that is, the New Economic Policy 1 


(NEP), is timely. The author argues, 
provocatively, that “patronage is a form 
of class rule and class struggle and at the 
same time its concealment." [n the Ma- 


laysian context, he sees it illustrated by - 


the way in which development projects 
under the NEP are distributed at the 
local-village level. Supported with em- 
pirical data, the author gives an account 
of how the NEP, which purports to be in 
the interest of the Malay community, 
actually serves the interests of the dom- 
inant 
administrative changes made by the na- 
tional government to facilitate the im- 
plementation of the NEP shows how 
politicians figure prominently in the 
decision-making process on the course 
of development within the district. 
This feature, Shamsul argues, has far- 
reaching political economic implica- 
tions. 

Shamsul has written a book that re- 
minds us sharply of the gap between po- 
licy and reality, of how policy can be dis- 
olitical interests. We learn 
about the dominant groups in Malay so- 
ciety and how politicised the distribu- 
tion process of development projects 
has become. Certainly the book would 
provide an educated insight to the 
theorists of the “modernisation” school. 


— Noraini Abdullah - 


based groups who are strong on rhetoric 
but weak on fighting the Soviets. 

Good descriptive writing brings 
home the tragedy of the Afghan con- 
flict, which as the author says, must be 
the most under-reported war the 
Soviets have been fortunate, or unfortu- 
nate, enough to fight. American jour- 
nalists by and large are masters at de- 
scribing momentous events, but many 
do not do their homework. They carry 
with them an extreme sensitivity about 
what they are witnessing but many are 
invariably insensitive to the social, poli- 
tical and ethnic fabric of the society they 
describe. 

"A nation is dying. rare should 
know,” says a resistance fighter in the 
Panjsher Valley. Giradet tells us in pre- 
cise detail how they are dying, but gives 
us no idea as to why. — — Ahmed Rashid 
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Sound economics keep New Zealand on track for recovery 





By Colin James and Hamish McDonald in Wellington 


p» Minister David Lange's gov- 
ernment is pushing the New Zea- 
land economy into further structural 
shake-ups with plans to create commer- 
cial enterprises out of government 
ministries and nudge a longstanding 
central wage-fixing system over to 
localised bargaining. 

The newest reforms come hard on 
the heels of a sweeping deregulation of 
the financial sector after the floating of 
the New Zealand dollar in March 1985, 
the abolition of farm subsidies, a prun- 
ing-down of import licences and tariffs, 
and from October this year, a shift in the 
tax base to a value-added tax. 

A strong contrast now exists be- 
tween the tempo of restructuring under- 
taken by Lange's Labour Party govern- 
ment and that of its Australian Labor 
Party counterpart under Prime Minister 
Bob Hawke. Having given New Zea- 
land the lead on financial reform, the 
populist Hawke backed off plans drawn 
up by Treasurer Paul Keating for a shift 
into indirect taxation last year after 
arousing vociferous sectional opposition 


| through an ill-conceived attempt at con- 
| sensus. 
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| “socialist” 
being strong of the final days of former 


Since then Canberra has been largely 
reactive on structural policies. A lower- 
ing of income-tax rates has been offset 
by widely resented squeezes in other 
areas, while the highly centralised wage 
system is nursed along as Hawke's ad- 
visers talk of “politics” reasserting its 
rightful place above *economics." In 
Wellington, ministers from Lange down 


. seem to accept that economics is good 


politics at this particular moment, and 
have so far stood behind the reforms di- 


rected by Finance Minister Roger 
-= Douglas. 


In business circles it is hard to find 


. anyone who seeks the Lange govern- 
 ment's fall in elections due by next Sep- 


tember. With the Labour Party espous- 


_ ing notably pure free-market policies, 
| the conservative National Party opposi- 


tion has become regarded as the 
threat memories still 


prime minister Sir Robert Muldoon in 


| 1983-84, with its welter of controls and 
| borrowing to handle a balance-of-pay- 


ments crisis. 

Douglas has moved to capture a 
mood of crisis among New Zealanders, 
not misplaced given that foreign debt, at 


| around 60% of gross domestic pro- 


duct, and an 1195 inflation rate are even 
worse than those of Australia. Hard 
blows at sectional interests have been 


handed out at once, and tax reforms 
made positive (in the initial year at 
least) for mos: taxpayers, so that all feel 
in the same bcat. Much of the pain from 
the blows, especially rising rural un- 
employment, is being pushed out of 
sight by the kargest net emigration in 
four years (New Zealanders have open 
access to Aust-alia), and by a shift of un- 
employed young Maoris back to tribal- 
land reserves. 

Among opinion leaders in the big 
cities, the pain of transition is not too 
apparent. Wita sharemarket capitalisa- 
tion doubling this year and property 
values surging in Wellington and Auck- 


Douglas: capturimg a mood of crisis. 


-| “give-away” by 





State of the union 


land (and with Douglas, unlike Keating, 
resolutely against any capital-gains xy 
the middle class has so far enjoyed par- 
ticipating in the brave new deregulated 
world. A construction boom keeps un- 
employment down below 3% in the two 
cities (and about 6% nationally) and 
hotels cannot take any more tourists. 

This could end abruptly with col- 
lapses in both share and property mar- 
kets, of course. But while it lasts, the 
bullish mood keeps the door open for 
reform. In the October tax changes, 
Douglas brought the top marginal in- 
come tax rate down from 66% to 48% in 
one step (whereas Keating is making a 
jump from 60% down to 49% in two 
stages). With average income tax reduc- 
tions of about 20%, this allowed a net 
the government of 
about NZ$1 billion (US$505 million) 
after introduction of the 10% goods and 
services tax (GST) and a tax levied on 
employers for fringe benefits to employ- 
ees. 


his has been costly for a govern- 

ment with a deficit problem, but de- 
fused the kind of opposition that blew 
up in the face of the Hawke govern- 
ment, which backed off Keating's 
12.5% GST and brought in a fringe- 
benefits tax only at immense political 
cost. 

On the expenditure side, Lange has 
been understandably shy about taking 
on the major items of health, welfare 
and education, promising a Royal Com- 


Bad, but not so bad 


New Zealand's credit rating is revised downward 


By Colin James in Wellington 


urgeoning debt has pushed down 

New Zealand’s credit rating with a 
second rating agency. In the wake of 
Moody's refinement of its rating from 
AA to AA3 in August, fellow New 
York agency Standard and Poors has re- 
duced its rating from AA + to AA, cit- 
ing the debt as the principal reason. 
However, reaction from the currency 
and sharemarkets was limited as an 
AA — rating had been foreseen. 

Foreign deb: mounted from a com- 
bination of large-scale state borrow- 
ing in the early 1980s, partly to finance 
a programme of heavy industrialisa- 
tion, and heavy private-sector borrow- 


ing after exchange controls were lift- 
ed at the end of 1984, to escape soar- 
ing domestic interest rates. This was 
further compounded by a weakening 
of the NZ dollar over the past five 
years. 

There is no official estimate of total 
public- and private-sector foreign debt 
and the statistics department is not com- 
piling one. Rough estimates put it at 
about NZ$30 billion (US$15.4 billion), 
or more than 60% of gross domestic 
product. 

Standard and Poors said on 2 De- 
cember that this level of debt was the 
highest of countries it rated. Only mod- 
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nquir before the govern: 

s to: target benefits on the 
morg needy cases rather than providing 
universal services. This will not happen 
until well after next year's election, bar- 
ring an unexpected swelling of the 
budget deficit which might force an ear- 


lier move in this tion Puro) with a 
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he Coal Corp., Air- 
yet unnamed housing. 
ach will -be expected to- 
orate tax, provide shareholders. 


1 nercial rate of return, and will | 
have no government guarantee on bor- 
rowings. 

Many problems remain to be sorted 
out: what assets will be assigned to the 
new bodies and what existing d debt; what 
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Years ended June. 


est and gradual improvements could be 
expected in the coming year. At issue 
are not only the high interest rates, now 
hovering again at around 20% after fall- 
ing briefly to 15% at mid-year, but a 
chronic balance-of-payments deficit. In. 
the year to 31 October, the deficit was 
NZ$2.8 billion, 5.7% of GDP. The vil- 
lain is the invisibles balance, which 
showed a deficit of NZ$3.2 billion, 
swamping a surplus on merchandise 
trade of NZ$387 million. | 
! At mid-1986, the balance of pay- 

ments was improving, but it deterior- 
ated again. The October monthly figure 
showed signs of improvement, how- 
ever, perhaps reflecting the 10% fall in 
the NZ dollar in June-July and the end 
of an imports build-up before the intro- 
duction of a 10% value-added tax (call- 
ed a goods and services tax) on 1 Oc- 
tober. 

ani aes the Standard and Poors 


` Source: New Zealand institute of Economic Research. 
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by those with "natural" monopolies 


(such as airport management or elec- 
tricity distribution), and what competi- _ 
tion will be allowed against the others. 
A new type of "state-enterprise equity | 
bond" is planned to solve the problem 
of public equity without going all the 
way to "privatisation." 

The change has public-service union- 
ists deeply alarmed.’ But their col- 
leagues. throughout the trade unions 
are, as Federation of Labour (FOL) sec- 


retary Ken Douglas put it, “on the back 


foot." A sea-change is sweeping 
through the industrial relations and 
wage-fixing system, well before the gov- 
ernment's official reform proposals are 


implemented. The centralised system in 


place since 1894 is being radically re- 


shaped, far faster than commentators | 
| rates for individuals rocket by an ; 


and practitioners believed possible, 


| 
: 
| 
| 


| between awards and in special supp 


| award. 


| workers Union (the main unioi 





The change is a logical outcome of © 
other economic liberalisations, coupled . 


with tougher management and a disin- _ : 
depressed exports to major export m 


tegrating union movement. Would-be 
“market” 


of state-enforced national 


conditions set out in 
pulsory conciliation and 
State — arbitration 
CESS. | 
^... Moreover, the reform- 
ers want a halt brought 
to rigid wage relativities 
set between occupations, 
which have moved little in 


40 years. coe the first 


i e aie 


'86* ME 


re-rating, Prime Minister David Lange : 
on 1 December warned New Zealand- 


ers to brace themselves for some 


-months of temporary bad. economic 
news. The warning's effect was marked, 

shearing 1.4 US cents or 2.8%- off the 
NZ dollar and 1.8% off the sharemarket. 


index. The Standard and Poors' rating 
was not as bad as traders had feared, 
however, and both markets steadied 
and the NZ dollar made a nearly full re- 
covery when the downrating was an- 
nounced. 

Nevertheless, the mood in the mar- 


kets remains fragile. The sharemarket 


has already fallen 4.3% since it peaked 
on 10 November and is widely tipped to 
slip further. There is also widespread 
expectation that the currency will 


weaken. Most, however, think that if 


there are falls in both, they will not 
ue until the end of December or 
ater. 





reformers seek two broad - 
aims: the removal of exclusive union | 
coverage of a trade once | 
the union is registered | 
with the Labour Depart- | 
ment, and of the compul- 
sion (introduced in 1936) - 
of all workers in that oc- . 
cupation to join the regis-. | 
tered union. They also. 
seek an end to the system - 


, minimum wage rates and - 


pro- : 


"awards" fixed by a com- | 


| A't that began to ange slightly 


| land'e biggest export — beef and. 
| — is processed) settled at slig 
| than the going rate. 


like this type of concession will gor 


has not seen a real wage cut withe 








































significant union to settle its awar 
ing each annual wage round effect 
sets the pou increase for ot! 
awards. There has been some flexibi 


mentary agreements at plant level 
but hitherto only upwards from the bas 


the 1985-86 round when the Me 


ing the freezing works where Ne 





after. a pr 
strike. In the current 1 j 
which opened in September, dt loo 


further. Last year's wage round 


age 19%, but forced a greater emphi 
on productivity and labour shedding. 
With the flat internal economy : 


ket Australia, it appears that set 
ments for this round will average | 795. 
slightly. more. This is four percent: 
points below the 11% inflation rate 
September, and so promises a sub 
tial cut in real wages — a result astoni 
ing both government economists : 
employers themselves. New Zealan 


government. regulation i in the past 5 
years. 

Three lockouts. in August- 
tember showed a tougher attit 
among employers. At Fletcher C 
lenge’s Tasman Pulp and Paper mil 
workers were locked out for refusing 
accept a woman in the workforce. It w: 
merely a pretext, however, for the co 
pany to enforce heavy reductions 
manning schedules. -After two monti 
the union accepted the changes. Th 
other lockouts — of construction wot 
ers at a New Zealand Steel site | 
storemen at a Ford motor-assemb 
plant — also ended. in defeat. for th 
unions. 

Fletcher. Challenge demonstrate 
new reality for New Zealand — tt 
opening of the country's economy 
fórcin business to be more comp 
tive. Owning à profitable paper mil 
Canada and facing growing competitio 
from Chile, Fletcher was not prepare 
to run its Tasman mill unprofitably. = 

As well as simply reflecting inabi 
to pay big rises in some industries. 
companies, «this hard-nosed attitud 
shows a new ideology. among 
younger managers forcing the chang 
When Muldoon's National Party g 
ernment outlawed compulsory unio: 
ism, even at the plant level, à fe 
months before its electoral defeat 
mid-1984, many larger companies 0j 
posed it. They pecu the more j 


Farmers squeezed: page 92 : 
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the Muldoon step. But this year many of 
the same interests have been supporting 
an end to compulsory unionism and the 
award system. 

They were disappointed in permis- 
sive reforms to the labour market an- 
nounced in September in a government 
White Paper (though not yet im- 
blemenfed). But employers seem on the 
verge of achieving their aims, at least in 
part, simply by bargaining harder and 
more innovatively. They have,been 
helped by a change made to the law, at 
first little noticed, when the Lange gov- 
ernment  re-introduced compulsory 
unionism. This was an end to a 90-year- 
old provision that employers could be 
forced to join compulsory arbitration of 
awards before the Arbitration Court. 

Taking advantage of this, some large 
employers of members of the Engineers 
Union (the largest union, and fre- 
quently a wage trendesefter), such as 
home appliances-maker Fisher and 
Paykel, won agreement on wage in- 
creases with their own workforce on the 


N ew Zealand's "cold turkey" fiscal 
cure has produced divergent econo- 
mic conditions between the big cities and 
the provinces. Unemployment rates are 


. under 3% in Auckland and Wellington 


but climbing rapidly over 10% in several 
farming region centres. 

_ Given low commodity prices, ex- 
tremely high domestic interest rates and 
an overvalued currency, the Lange gov- 
ernment's abrupt removal of subsidies 
on inputs such as super-phosphate fer- 
tiliser, minimum price guarantees and 
low-interest rural credit has the tradi- 
tional sheep farmer fighting to survive. 
The completion of big energy projects 
has ended local spending booms in parts 
of the North Island. 

. A mid-year survey by the Ministry of 
Agriculture found a typical 267-ha 
sheep farm barely breaking even before 
debt-servicing charges. Farm lobbies es- 
timate that rural land values have fallen 
on average by about 35% since the 


| Lange government's first budget in 


1985. As a result, without debt adjust- 


ment about 40% of pastoralists would 


. The rural squeeze hits the high-coun- 
try sheep graziers, the grain farmers of 
the South Island plains, and dairy farm- 
ers. Elsewhere, in flatter country with 
more moderate climates, and with 
closeness to metropolitan markets and 
export points, local economies are 
cushioned in that some farmers have al- 


. ready diversified into high-value, horti- 





.| cultural products such as kiwi-fruit and 
.| specialised meat and wool. 


express condition they were outside the 
court award. As more workers settled 
wage claims directly with employers, it 
became harder for the Engineers Union 
to bargain ar overall settlement. 

Over time, this trend could seriously 
dent the award system and give flexibil- 
ity both ways in wage rates, with the 
stronger paying more than the weak. 
The unions mostly regard the prospect 
with horror — so much so that one lead- 
ing unionist, Rob Campbell of the Dis- 
tribution Workers Union, led drivers to 
an early and low 6% settlement in Oc- 
tober this year, thus preserving the 
award intact but estranging him from 
fellow union leaders then seeking a 14% 
increase. i 


he retreat has cut short dreams of a 

combined private- and public-sector 
union federation, like the Australian 
Council of Trade Unions. Campbell, a 
rising star early this year who was likely 
to head the n2w umbrella group, is iso- 
lated and discredited as being too close 
to the govemment. He has resigned 
from both the FOL and his own union. 


| Cold comfort for farmers 


| Wellington cuts rural spending to rationalise economy 


But so far the crisis has not produced 
the wave of debt foreclosures and dis- 
tress sales predicted at the start of this 
year, and the rural mood is not entirely 
gloomy. “At first there was a lot of in- 
credulous disbelief that anyone could 
push them so hard," said Federated 
Farmers president Peter Elworthy. 
“That has now been replaced by a grim 
determinatior to hold on." 

One saving factor has been a scheme 
whereby the government-owned Rural 
Bank and Finance Corp., the major 
source of farm credit, discounts debt 
principal as in-erest rates are brought up 
to commercizl levels. Not seeing any 
benefit in Fuge amounts of rural 
land being put up for sale at once, 
lenders have been flexible about repay- 
ments. 

New Zealaad's mix of farm products 
has also beer doing better on world 
markets than -hat of Australia (with its 
heavier weigh-ing of grains, cotton and 
sugar). Prices have lifted this year for 
meat, wool end fruits so that gross 
sheep and cattle farm income should 
rise by about 2% in the year to March 
1987, according to producer-board fore- 
casts. 

A sharp reduction in farm expendi- 
ture, by about 9% in the same year, il- 
lustrates how farmers are surviving. Veh- 
icles and machiaery are being made to run 
longer, children switched from private 


schools to state schools, fertiliser and 


weed-killer applications are deferred and 
more home-grown food is consumed. 
For many this regimen will carry them 


Other strongmen of the FOL, such as 
Douglas and Engineers Union chief Rex 
Jones, have not been able to regain 
headway. ° 

Meanwhile, the Lange government 
has kept to a hands-off stance on indus- 
trial relations. If this was costly to its in- 
flation battle last year, the reverse is 
true now. Earlier in the year unions 
failed to rally behind Campbell when he 
tried to organise a nationally agreed 
minimum-wage increase with the Em- 
ployers Federation and the govern- 
ment. As likely outcomes of awards slid 
behind inflation, this diffidence was 
thrown aside. But Lange has steadfastly 
refused to get involved in any such Aus- 
tralian-style “accord.” 

In its proposed labour reforms, the 
government shows much the same indi- 
rect approach. Workers will be covered 
either by a national award, or a plant/in- 
dustry award but not both. Awards will 
be enforced by the parties concerned. 
Unions will be able to contest the right 
to cover particular workplaces, while 
the removal of requirements that 
awards cover “related industries” 





over during diversification into higher- 
value production. The New Zealand 
countryside will inevitably gee more 
fruit trees and vines, more prime beef 
cattle, more deer for venison exports 
and more Angora goats. Having had 
to fight harder for its markets in previ- 
ous years than Australia, New Zealand 
has built up skills in packaging and mar- 
keting much envied across the Tasman 
Sea. 


A: this has its capital costs, with top- 
stud Angora goats costing around 
NZ$100,000 (US$51,000). Debt-laden 
farmers in the wilder hill-country may 
be simply putting off the evil moment, 
particularly where deferral of farm 
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should allow more regional differences 
in rates. There will be much greater var- 
iety in the range of negotiation and du- 
ration of agreements. Greater internal 
democracy and accountability will be 
required in union rules. 

Expected to become law next year, 
these changes were greeted with dismay 
by employers wanting a wholesale dis- 
mantling of the old system. But their po- 
tential for change is gradually being rec- 
ognised, given the holes already driven 
through the award system. Where it 
leads is not accurately predictable, but 
corporate leaders are less strident in the 
demands for labour market “reform and 
flexibility” than a few months ago. Both 
are now seen as achievable. 

If so, this draws a lesson very close to 
home for Australia where the edges of 
central wage fixing are being nibbled at 
quite slowly. The alternative model is 
usually seen as Britain, and unions warn 
that a dozen “Arthur Scargills” are wait- 
ing to jump out of the box in a free bar- 
gaining situation. The more culturally 
close New Zealand case may show the 
opposite. o 




























maintenance brings a reduction in out- 
put in a year or two. 

Rural spokesmen like Elworthy 
say one reason why farmers are not 
as resentful of the Lange government 
as might be expected is that Welling- 
ton has begun to attack import con- 
trols and the cost of government — 
both traditional. bugbears of this ex- 
port sector. But the Meat and Wool 
Board’s Economic Service pointed out 
that in the transition to a market econ- 
omy many farm resources could be 
wasted. 

“Agriculture will perform well in a 
fully market-oriented economy,” the 
Economic Service said in a recent study. 
“It along with other exporters will not 
perform in a ‘part-market’ economy. 
Our real concern is in this transition 
stage, when the industry is being asked 
to cope with the ‘part-market’ economy 
of high inflation, a high exchange rate, 
and the removal of most assistance to 
the agricultural industry, but not to 
other protected industries in New Zea- 
land.” 4 

The immediate impact of the re- 
duced farm expenditure falls heaviest 
on towhs providing rural services. 
Equipment dealers, shopkeepers and 
casual labour are hurting. At the same 
time, the planned commercialisation 
of state-forestry activity threatens 
rationalisation of a sector previously 
acknowledged to have an important 
"social" function. Many of the hardest 
hit regions, such as the East Cape of the 
North Island, also have large Maori 
concentrations. These areas also con- 





































tain several marginal parliament- 
ary seats — an election is due by 
September next year. 






— Hamish McDonald 
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Japan’s LDP unveils a package of tax reforms 


By Charles Smith in Tokyo 


J apan's attempt to carry out a radical 
reform of its tax system has fallen 
well short of original expectations by 
failing to offer any prospect of more 
rapid growth for the economy. How- 
ever, the package of proposals unveiled 
on 5 December by the ruling Liberal 
Democratic Party's (LDP) Tax System 
Research Committee ends two long- 
standing anomalies. 

By proposing to abolish the maruyu 
system of tax exemption on income 
from privately held savings, the LDP 
has done something to answer criticisms 
that Japan treats savers as if it was a cap- 
ital-starved country, instead of one that 
is awash with liquidity. The second 
major innovation in the LDP tax 
package is the proposed introduction 
of a "Japanese-style" value-added tax 
(VAT). 

By finally coming down in favour of 





Post office savers: possible adverse effect. 


VAT, the committee ended a seven-year 
debate which began with former prime 
minister Masayoshi Ohira's near-loss of 
an election over the tax issue in late 
1979. The form in which the new tax 
will be introduced suggests that the LDP 
had to lean over backwards to conciliate 
Japan's powerful small-business lobby: 
85% of all potential taxpayers will be 
exempted under a ruling which sets an 
income of Y 100 million (US$615,383) a 
year as the floor level for VAT liability. 
Even so, the new tax marks a major de- 
parture from Japan's previous policy of 
allowing small businesses to go scot- 
free, while the bulk of the country's tax 
revenue was levied on larger companies 
and private individuals. 


In opting for VAT, the LDP commit- 
tee disregarded proposals for a manu- 
facturing tax, which would have been 
politically easier to implement but far 


less productive; and for a simple sales |. 


tax, which it felt would be easier to 


evade than VAT. As in the case of 5 
Eur8pean value-added taxes, the new — 
Japanese tax will be levied at all stages | 


of the manufacturing and distribution 


system but those liable for the tax witl’be | 
allowed to make “packaged declara- . 


tions" stretching over two weeks instead 


of separately invoicing and declaring | 


each transaction. 

Tax revenue generated by the new 
VAT and by the abolition of savings 
exemptions %s expected to total ¥4.5 
trillion in the 12 months ending March 
1989, the first full fiscal year in which 


the new system will be operated. In - 


order to comply with its commitment to 


posed to balance this with 
an equal cut in personal and 
corporate income tax. 

The new series of per- 
sonal  income-tax rates 
suggested by the committee 


tures six different tax 
categories, in contrast to the 


ing up to a 70% tax rate on 
high-income earners. For 
corporate taxpayers, the 
commission proposed a 
49.99% overall rate com- 


of 53%, allegedly the sec- 
ond highest in the world 
after West Germany. 


tives of the LDP’s personal- 
and corporate-tax proposals 
vent Japanese 


more attractive corporate and personal 


income-tax rates now being levied inthe |: 


US and Europe. In this respect, how- 
ever, the reforms have obviously been 


only partly successful. Following the - 


announcement of the new package, a 


spokesman for Keidanren (the coun- | 


try's largest federation of big business 
interests) said he thought some member 
companies might still be tempted to 
shift their head offices to the US to take 


advantage of the 40% tax rate levied on — 


companies there. 

Japanese individuals, attracted by 
the lower income-tax rates available in 
the US and by much lower inheritance 
taxes, have also been rumoured to 
be shifting assets, though so far the 


make the reform fiscally | 
neutral, the LDP has pro- |. 


runs from 15-50% and fea- . 


existing 15 categories rang- - 


pared with the present level | 


One of the major objec- — 


seems to have been to pre- | 
taxpayers - 
from being lured away by | 
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Minjstry of Finance (MoF) appears not 





come as a result of this process. 

By converting Japan's tax system to 
one which will be slightly less tough than 
before on salary earners and larger cor- 
porations and slightly tougher on sav- 
ings. small businessmen and the self- 
employed, the LDP tax committee did 
not only confront the small-business 
lobby; Japan’s powerful Post Office sav- 
ings system. which currently absorbs 
roughly one-third of private savings, 
also stands to be affected adversely by 
the reforms. y 

The Post Office network, which em- 
| ploys 65,000 workers throughout Japan, 
| fought the LDP proposals through its 
own parliamentary lobby and appears 
to have been very nearly successful in 
blocking moves to abolish the time-hon- 
oured maruyu system. In the event, op- 
position was bought off by a provision 
which will give the Post Office direct 
control over a portion ef the funds de- 
posited in its savings system, instead of 
obliging it to hand over all funds to the 
MoF for investment in the Fiscal Invest- 
ment and Loan Programme or “second 
budget.” 


* Bw political clout wielded by the LDP 
tax committee means that its pro- 
posals are certain to form the basis of 
the new tax regime which the govern- 
ment will introduce gradually from next 
year. What still has to be decided, 
though, is the timing of the various mea- 
sures, including the extent to which the 
MoF will allow taxpayers to get the 
benefit of personal-income and corpo- 
rate tax cuts before it introduces the 
new VAT tax. 

The MoF is known to want to stick as 
closely as possible to fiscal neutrality in 
| its imposition of the new programme. 
| But the sheer complexity of the VAT 
tax means that it almost certainly cannot 
be levied before January 1988, while the 
abolition of savings exemptions will 
take effect next October. This should 
mean that taxpayers will be enjoying 
some of the pluses of the new system 
| without the minuses during at least part 
| ofthe coming fiscal year. 
| . The other major question about the 
new system which remains unsettled fol- 

. lowing publication of the LDP's report 
| isits life expectation. Japan's last major 
tax reform, carried out in 1949-50 under 
the US Occupation, has remained virtu- 
ally intact until today, though it has 
= grown increasingly unsuited to modern 
economic realities. LDP tax experts 
. who served on the party's tax commis- 
sion claim that the new series of mea- 
sures match those of the Occupation era 
in scope and importance. Private ana- 
lysts believe that Japan may have to take 
another close look at tax problems in 
the early 1990s when the ageing process 
that is under way in Japanese society 
forces the government to spend more on 
social welfare. 
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By Anthony Rewley in Hongkong 


T more of the biggest players on 
the Hongkong corporate scene have 
announced manoeuvres which, like 
those undertaken recently by Jardine 
Matheson Holdings and Hongkong 
Land Co., appear to be being made with 
an eye to 1997, Sir Yue-kong Pao's 
World Intermational (Holdings) dis- 
closed a HK$360 million (US$46.2 mil- 
lion) placement of shares on 3 De- 
cember while Li Ka-shing's Hutchison 
Whampoa (together with Hongkong 
Electric) is making a HK$2.7 billion di- 
versification into Canadian oil. 

The Pao placement (via brokers Sun 
Hung Kai, to local investors) prompted 
speculation taat Pao intends to buy 
Singapore financier Khoo Teck Puat's 
6.3% stake in. Standard Chartered 
Bank, to add to his existing 14.9% hold- 
ing in the British bank. However, it 
seems more probable that Pao would fi- 
nance any such purchase from private 
resources, and that the placement of 
4.9% of Wor d's shares (leaving 65% 
owned by Pao and associates) reflects a 
longer-term st-ategy. 

This coulé equally be to reduce 
slowly Pao's stake in World (just as 
World itself reduced its stake in its now 
40%-owned subsidiary Wharf Holdings 
through a placement in October) or to 
create the sort of marketability which 
would enable World's shares to be used 
as currency tc help finance any future 
acquisition. (World almost certainly 
would be a buyer for Hongkong Land, 
at the right price.) The two strategies 
are in any case not mutually exclusive. 

Li's decision to gain control of Husky 
Oil through Nova Corp. in Canada is 
justified on the grounds that it is a good 
investment. Bat it fits into an apparent 
pattern of diversification outside Hong- 
kong in the run-up to 1997 and, say Hut- 




















































Alan Bond taps the local market 



















By Philip Bowring in Hongkong 
AS Bond was never one to fear high 
gearing. So it is no surprise to find 
that his much-publicised move into 
Hongkong property is to be largely fi- 
nanced by the locals. Having sold 
HK$245 million (US$31.4 million) 
worth of his HK$1.3 billion purchase of 
Hongkong Land residential properties 
to fellow antipcdean Scilla Ltd at a pro- 
fit believed to be about HK$60 million, 
and kept a tastv morsel for other group 
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Future-shock absorbers 


Two big Hcngkong groups position for the years ahead 


chison group sources, as assets fit for 
acquisition become increasingly scarce 
in Hongkong. Li was rebuffed recently 
in his bid to acquire more than a 595 
stake in the Pearson publishing empire 
in Britain and his turning to Canada 
looks like a case of seeking consolation 
in a country where Li already has hotel 
and other interests (though not, as some 
had suggested, Canadian citizenship). 
Hutchison claims, however, that it 
has been looking at the Husky deal for 
more than two years and is getting in 
now at a time when the decline in oil and 
other commodity prices is near the bot- 
tom of the cycle. Hutchison has done its 
calculations on the basis of a 1296 return 
on investment and an oil price of US$15 
a barrel, and says that Husky should 
make an immediate contribution to 
Hutchison's cash flow and earnings. 
The acquisition will be made via 
Union Faith Co., formerly Interna- 
tional City Holdings, a company own- 
ed equally by Hutchison and by 
Hongkong Electric Holdings (in which 
Hutchison holds 23%) and which was 





Getting into high gear 


companies, Bond has now launched his 
Hongkong vehicle, Bond Corp. Inter- 
national Ltd (BCIL), formerly the shell 
Town and City acquired in October. 
Bond Corp. will subscribe HK$212 
million for new shares in BCIL at 
HK$1.18 each, and the public is being 
offered a further 116 million new shares 
at the same price. Every two new shares 
carry a warrant to subscribe for one 
more share at the higher of HK$1 or an 
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formed to develop certain of Electric's 
properties. Union Faith will acquire 
13% of Husky, a company with a book 
valué of C$1 billion (US$724.6 million) 
approximately, for around HK$66.1 a 
share, making a total acquisition price 
of HK$2.7 billion. Li's family will own 
an additional 9% of Husky, giving him 
plus Hutchison (which he controls) a 
majority stake in the oil company. The 
Canadian Imperial Bank of Commerce 
(of which Li is an international adviser) 
will own 9% and Nova 43%. 

Union Faith will put up HK$1 billion 
in cash towards the purchase (sub- 
scribed equally by Hutchison and Elec- 
tric after the boards of both companies 
have approved the deal) and the remain- 
der will be borrowed. Union Faith is a 
private company whose financial posi- 
tion.is therefore largely private too, but 
it is said to have “lofty” sums of cash 
that would have enabled it to make the 
purchase outright, were it not for the 
fact that current rates make borrowing 
relatively attractive. 


Te Husky deal is the latest in a 
series through which Hutchison has 
been disposing of a *mountain" of cash, 
part of which it got rid of via a HK$2 
billion dividend distribution in 1984 
(in which the chief beneficiary was 
Cheung Kong [Holdings], Hutchison’s 
parent). The deal will pretty well use up 
Hutchison’s net cash balances, though 
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Electric is still presumably cash rich. 

The Li group as a whole (including 
Cheung Kong, Hutchison, Hongkong 
Electric and Green Island Cement) has 
committed something over HK$12 bil- 
lion to Hongkong investments over the 
past 18 months, Nevertheless, with the 
total capitalisation of this group now 
standing at around HK$50 billion, or 
around 15% of the total on the local 
stockmarket, Li is feeling increasing- 
ly “walled in,” according to group 
sources. So further investments outside 
Hongkong can presumably be expect- 
ed. 

A different philosophy appears to 
apply in the World International camp. 
Pao seems in no hurry to spend cash and 
indeed has been building it up rapidly, 
both through operations and through 
recent share placements. His companies 
have minimal debt. World itself has 
modest cash reserves but its 40%- 
owned subsidiary Wharf (Holdings) had 
around HK$1.3 billion of net cash as of 
31 March. In turn, Wharf’s 56%-owned 
subsidiary, Hongkong Realty and Trust 
Co., had close on HK$1 billion. 

A combination of these cash reserves 
plus the shares of World or Wharf (both 
separately listed companies — as is 
Realty) could finance a major acquisition, 
should Pao so desire. It seems certain 
that he still has his eyes on Hongkong 
Land. Any significant decline in Land’s 
share price, which may well occur in the 
wake of the proposed hive-off of sub- 
sidiaries, would very probably have Pao 


i| sniffing around. 


The London institutional sharehold- 


WE | ers who account for a significant part of 


Land's shareholders would presumably 
be more willing to accept, in exchange, 
shares in World International and/or in 


NI Wharf following recent placements, 


3| money. Pao, meanwhile, appears to be | 


which appear designed more to 
popularise Pao group scrip than to raise 


taking a long-term view of Hongkong — 


| longer certainly than the Keswick fami- 


I, ly which controls Jardine/Land, and 





average mid-January 1987 price. Fol- 
lowing the issue, Bond will own 6675 of 
BCIL shares and 60% of the warrants. 

The interest is in the gearing. BCIL 
is borrowing HK$1 billion from the 
Hongkong and Shanghai Banking Corp. 
at a floating rate linked to the interbank 
rate and repayable over 10 years. BCIL 
will therefore start with debt equal to 
72% of capital employed. Bond is thus 
borrowing up to the limit that Hong- 
kong banks would normally lend for the 
purchase of second-hand flats. 

This is heady stuff by Hongkong 
standards of gearing but could be excit- 
ing. A forecast 1987 after-tax profit of 
HK$40 million would give the shares a 
price/earnings ratio of 10.2 times at the 
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longer possibly than Li, who has a more 
immediate succession problem than 
does Pao. u 


issue price. If interest rates stay as they 
are (three-month interbank rate is 4.595) 
and rent reversions push gross rentals 
up to the HK$140 million mark, that 
could prove conservative. But it is defi- 
nitely an issue highly sensitive to in- 
terest rates as well as the political cli- 
mate. And, perhaps just as important, 
to what Bond is going to stuff into it 
next. BCIL is described as Bond Corp.'s 
*principal investment holding company 
for new business ventures and invest- 
ments outside Australia." Hold on tight. 

Meanwhile, keep an eye on what is 
going on in Perth where the Corporate 
Affairs Commission is reportedly inves- 
tigating deals involving Bond's private 
and public companies. 


| 
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The Sun of 
the father 


Rupert Murdoch bids for rival 
media group in Australia 


By Hamish McDonald in Sydney 
ith a 





lightning A$1.8 billion | 


(US$1.2 billion) takeover bid for | - 


the Australian press and TV group | 
Herald and Weekly Times (HWT), in- | 
ternational media tycoon Rupert Mur- | 


«uut m d 


doch has grabbed the high groundinthe | — 


scramble for prime media positions 


made inevitable by a change in the gov- _ L 


ernment's ownership controls. 


The new policy replaced the previ- | - 


ous limit of two TV stations under any 
single ownership with no limit on the 
number of stations, but a maximum 
broadcast coverage of 75% of Austra- 
lia's population. At the same time, an 
entirely new “cross-ownership” ban 
took effect to prevent a single party 
gaining a TV station and a newspaper 
based in the same market, existing ar- 
rangements excepted. 

Murdoch quickly realised how much 
pressure this would put on HWT, a 
sprawling group with dominant news- 
paper circulations in all states outside 
New South Wales — either through di- 
rectly owned newspapers or through 
affiliates, and TV stations in Melbourne 
and Adelaide. 

While most of the potential attackers 
would seek to add HWT's stations to 
their own embryonic national networks, 
this was not the immediate goal for 
Murdoch, whose Ten Network already 
had the keenly sought combination of 
stations in Sydney and Melbourne, 
covering 43% of the population. 

Murdoch took to heart the message 
in the cross-ownership policy drawn out 
by one of its chief proponents in the 
cabinet, Treasurer Paul Keating: media 
giants could be either “prince of print or 
queen of the screen” but not both. Sur- 
prisingly, in view of his leap towards 
electronic media, encouraged by a simi- 
lar regime in the US (REVIEW, 20 
Nov.), Murdoch opted for print. 

Speaking on 3 December im- 
mediately after the HWT board capitu- 


lated to his five-hour deadline to recom- - 


mend acceptance of his A$12-a-share 
offer (some 40% above the previous 
market price), Murdoch acknowledged 
he could not hold HWT's big news- 
papers in Melbourne and Adelaide 
without disposing of the two HWT TV 
stations in those cities, as well as his own 
Ten Network station in Melbourne. 
Some sentiment is involved in the 
deal. Murdoch's father, the late Sir 
Keith Murdoch, ran HWT's newspapers, 
including the Sun-Pictorial, Australia's 
largest circulation daily, for nearly 30 
years until his death in 1952. Rupert was 
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| them cast out of the group with only a 
struggling Adelaide afternoon tabloid 
| ashis legacy. In 1979, Murdoch made a 
| bid for HWT from a much smaller News 
|. Corp. and was roundly rebuffed. This 
time News Corp. is capitalised at A$4.3 
billion, some three times the size of the 
| poorly performing HWT. “This [bid] is 
| somewhat more emotional than the 
^ others," Murdoch admitted. 

| But cold-blooded calculations were 
| also at play. Having transferred his 
_| citizenship to the US two years ago (to 
enable him to own US TV sta&ons), 
| Murdoch's right to own TV stations in 
| Australia is under dispute. Recently, 
metropolitan TV stations have ceased 
|. to be licences to print money. By con- 
| trast, newspapers with a strong advertis- 
— | ing base such as the rival John Fairfax 
| group's Melbourne newspaper, The 
| Age, have been very profitable. 

| Adding the HWT newspapers to his 
| own, Murdoch would reach more than 
| 9096 of Australian newspaper readers, 
| and would be able to offer advertisers 
| Saturation coverage at a single rate. Bar- 
| ring disqualification on foreign owner- 
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Murdoch: sentiment. 





| ship grounds, he could still stay in the 
— | TV market with his Sydney station. 
"^ The concerns did jolt the Trade Prac- 
| tices Commission, the government's 
| anti-trust body, into an immediate in- 
| quiry: However, Murdoch's immediate 
| problem was the speculative buying 
| wave that drove HWT shares 85 A cents 
. above his bid price by 9 December, on 
| rumour that .counter-bids would be 
made. 
Ron Brierley,. who earlier had 
bought 12% of HWT at an average 
| A$6.50 a share and thus already had an 
| A$100 million paper profit, seemed to 
be holding out for more, saying he val- 
| ued HWT at A$15-20 a share. Robert 
| Holmes à Court, anxious to build on his 
Perth TV station and weekly news- 
paper, mounted his own takeover at- 
tempt on HWT in 1982, and ostentati- 
ously met the HWT board a few days 
| after Murdoch's latest bid. Nothing 
| about his -thinking has yet emerged. 
_| This time he might simply be aiming to 
-| trade Murdoch his HWT stake of about 
| 5% forthe choice HWT cast-offs. @ 
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Malaysia's national shipping company details listing efforts 


By Nick Seaward in Kuala Lumpur 


M alaysian International Shipping 
Corp. (MISC) has released details 
of its forthcoming share flotation. At 
just under 57 million shares of M$1 (38 
US cents) each, the open portion of the 
M$84.9 million offer will be the largest 
in Malaysia's history. The price of 
M$2.40 a share is also very high by Ma- 
laysian standards even though the price/ 
earnings ratio of 4.9 is considerably 
lower than the average for blue chips on 
the Kuala Lumpur Stock Exchange 
(KLSE). As a result, the issue is expect- 
ed to have mopped up most of the 
stockmarket's liquidity by the time ap- 
plications have closed on 16 January 
next year. 

The adviser to the issue and joint 
managing umderwriter, Arab-Malay- 
sian Merchart Bank, is confident that 
despite its relatively large size, the 
shares will be heavily in demand when 
listed on the KLSE on 23 February 
1987. Stock brokers in Kuala Lumpur 
estimate that the offer will be over-sub- 
scribed by more than five times and 
prices of around M$5 are already being 
offered for MISC shares on the grey 
market. Broxers have probably got 
their eye on the 3 million shares re- 
served for employees of the company. 
Another majcr source of scrip is expect- 
ed to be the 36?5, or 17.1 million, of the 
open portion reserved for bumiputra 
(indigenous Malaysian, mainly Malay) 
companies amd individuals — this por- 
tion will probably end up in fewer and 
more identifiable hands. 

The actual mechanics of the flotation 
are quite complicated. The issued and 
paid-up capital of M$100 million was 
first increased at an extraordinary gen- 
eral meeting, with a special issue of 25 
million shares of M$1 each to the Minis- 
try of Finance (MoF), capitalised out of 
the unappropriated profits of the com- 
pany as of 30 June this year. These new 
shares then became immediately eligi- 
ble for a general bonus issue of one new 
M$1 share for each existing ordinary 
share, which has brought the company's 
total capitalisation to M$250 mil- 
lion. 
Like the special issue, the bonus 
shares were capitalised out of MISC's 
unappropriated profits at the half year. 
Retained profit carried forward in 1985 
amounted to M$127.6 million. The 
company has recently announced in- 
terim profits ef M$85.3 million and is 
forecasting consolidated profits before 
tax and extraerdinaries of M$237 mil- 
lion for the full year. 

Now that the first stages of the capi- 
tal restructuriag has been completed, 
MISC is proceeding with a one-for-one 
rights issue of M$250 million to bring 


the capital up to M$500 million. AI- 
though the 11 major shareholders have 
already given an undertaking to sub- 
scribe to about 85% of the issue, the re- 
mainder of the issue, totalling some 
M$37.5 million, will be underwritten 
jointly by Arab-Malaysian and Permata 
Chartered Merchant Bank (itself a 
35%-owned associate of MISC). 

As a result of its special issue, the 
federal government’s ownership of the 
company has been increased from 21% 
to 37%. In addition, the MoF has been 
issued one preference share of M$1, giv- 
ing the government the right of veto on 
proposed amendments to certain arti- 
cles of association and on the disposal of 
ships mortgaged to the government. 
According to a letter to shareholders, 
this is in recognition of the fact that 
loans totalling some M$2.5 billion on 
MISC's fleet have been guaranteed 
without any fee by the Treasury. 


Qi the remaining 10 major share- 
holders, Malaysian sugar and 
property magnate Robert Kuok is the 
largest with 7.8%, followed by Frank 
Tsao with 7.4%. Two federal agen- 
cies hold some 9.25?5 between them 
and six state governments combined 
hold a further 24%. These stakes will 
not stay at that level for long, however, 
as the major shareholders have each 
undertaken to sell 20% of their holdings 
to make available the almost 85 million 
shares in the public offer. 

The open portion of the offer is only 
56.9 million shares due to the fact that in 


addition to the 2.99 million portion re- 


served for the MISC staff, there are 25 
million shares to be reserved for ap- 
proved bumiputra institutions. Taking 
info account the 30% bumiputra-re- 
served element of the open portion, this 
implies that just under half of the entire 
offer will be restricted in this way. 

Although the prospectus is not ex- 
pected to be issued until 29 December, 
MISC has already come up with its pro- 
fit forecast for 1987 — M$245 million. 
This implies gross earnings a share of 49 
M cents on the enlarged M$500 million 
share capital, compared with 94.8 M 
cents for 1986 before the rights issue. 
Net tangible assets a share will come 
down to M$1.46 compared with M$4.82 
before the restructuring. 

The increased profit forecast for 
1987 is attributed by MISC's manage- 
ment to the deployment of the com- 
pany's fifth and last liquefied natural-gas 
carrier in July on the Sarawak to Japan 
run. This long-term and highly lucrative 
contract accounts for around 45% of 
operating revenue and an estimated 
40% of net earnings. 
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For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generaténg capacity to keep lights 
burning bright and appliances and 
machines humming. 

Butto B&W, whoin partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 

Babcock & Wilcox's part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 
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power its first coal-fired 
station, Indonesia turned 
to the first name in steam: | 
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erected and commissioned the total 
boiler island here in the country's 
largest and first coal-fired station. 

And these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W’s worldwide capa- 
bility. We're ready to share our un- 


matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership. 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX: 069-59341 or, 
Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TL X: 98-6406. 
Babcock & Wilcox, a McDermott 
International company. 


Where the world comes 
/ for energy solutions. 
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The rewards of long 





AA-certiticated more than two times 
longer than the competitions. 
Experience explains why. Our 
commercial engines have flown 
400 million hours longer. As a result, 
PWAOOO design integrity is superior. 
Life limited parts alone can save you 
$100,000 each year on maintenance 
cost per twin-engine aircraft. 
Cutting costs. Another long-term 
reward of owning PW4000 engines. 
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. Head Office: 3-3, Marunouchi t-chome, Chiyoda-ku, Tokyo Phone: 214-1141 Telex: J22325 
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= in today s s diverse and d changing financial world, you need i a part « 


ner who can work with you regardless of your direction. One with = 
multiple-market coverage and a broad range of services. 

IBJ can offer you a full spectrum of investment-banking 
services worldwide. Our highly integrated network of independent 
offices and subsidiaries is providing corporate and institutional 
clients with everything from innovative financing to investment 
management, mergers and acquisitions, project financing and 
leasing. 
innovative approaches to your capital needs 

IBJ is continually seeking and developing new financial tech- 
niques and instruments — such as swaps, note issuance, revolving 
underwriting and multi-option facilities —to help you raise funds 
more efficiently, improve investment returns and generally stay 
ahead of ever-changing financial requirements. 

Serving clients in this way, IBJ International Limited, for 
example, the London-based merchant-banking arm of IBJ, has 
significantly expanded its role in the primary market. in 1985, it 
acted as book runner/sole arranger for 11 issues and co-lead 
manager for 31 issues in the Eurobond market. 

Since we are also one of the world's major international loan 
syndicators, our financing advice is both comprehensive and 
without bias. 


The leader in the Tokyo financial market 

IBJ has the experience and depth you need for optimum 
performance in the Japanese market. As Japan's pioneer in long- 
term financing, we've been helping corporations to raise capital 
here for over 80 years. Moreover, as the underwriter of over 9996 
of Japanese government-guaranteed bonds, and the top commis- 
sioned bank for Japanese corporate bonds, our knowledge of this 
market is unparalleled. That is why clients continually ask us for 
information and advice before and during price negotiations for 
a new issue. 

We played a crucial role in establishing Japan's market for 
foreign bonds in 1970. We've regularly dominated as lead- 
commissioned bank for Samurai bonds ever since. (in 1985, IB.I's 
share was 46.696 based on amount.) Now that the market is open 
for direct financing in other currencies, such as US$, more and 
more international clients are taking advantage of our depth and 
expertise to diversify their sources of funds. 


Investment management 

Through advice and management, IBJ helps investors arrive at 
appropriate strategies for their specific objectives in markets 
throughout the world. 

We're also well-positioned to connect you to Japan's wealth of 
investment opportunities. Drawing on our deep understanding of 
the capital market as well as on the fact that IBJ, while itself fully 
independent, does business with members from all of Japan's large 
industrial groups, we're able to promise full neutrality and the 


broadest possible investment coverage. $ 


An acknowledged leader in international finance and industrial 
development with a strong presence in the growing capital markets, 

IBJ has the flexibility, the power, and the expertise to deliver sound, 

economical strategies custom-tailored to your own unique 
requirements. 





INDUSTRIAL BANK OF JAPAN. 





AWAT : CREATING NEW OPPORTUNITIES 
FOR INDUSTRY IN ASIA. ~ 


AWAT is Albright & Wilson Asia Trading Pte Ltd. 


Based in Singapore, it is A&W's Far East headquarters promoting 
sales and investment in the Indian sub-continent, Burma, Laos, 
Kampuchea, the ASEAN countries, the People's Republic of China, Hong 
Kong, Taiwan, Japan and N & S Korea. 


AWAT will develop A&W's activities in the region. 
AWAT will help develop exports of your products. 
AWAT will promote sales of A&W products in your country. 


Albright & Wilson has chemical manufacturing operations in 
17 countries, spread over five continents. Plus a worldwide sales network 
through its own sales offices, associates and over 180 exclusive 
representatives. 


PHOSPHORUS CHEMICALS 


AWAT offers a complete range of organic and inorganic phosphorus 
based products for every industry, backed by Albright & Wilson's 
unequalled breadth of product range. 
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SURFACTANTS 
AWAT offers high quality surfactants for toiletries and detergents 
and products for many other industries such as plastics, rubber, textiles, 


construction and engineering, 
PAPER CHEMICALS 


AWAT offers sodium chlorate and engineering services for pulp 


bleaching, It supplies sizing and other speciality chemicals for the paper 
industry. 


All products are backed by comprehensive local technical service. 


ALBRIGHT & WILSON 
ASIA TRADING PTE LTD 
Get in touch with us at: 


AWAT, (Dpt FR2), No. 6 Jalan Besut, Jurong Industrial Estate, Singapore 2261. 
Telephone: Singapore 2612151. Telex: AWSING RS 37007 


(ee) enters, "Building on Quality" 
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One definite, one maybe 


Thai petrochemicals project gets the go-ahead 


By Liz Carver in Bangkok 


AU s step forward has been taken 
in Thailand's controversial Eastern 
Seaboard Development Programme 
(ESDP), with the beginning of work on 
an upstream segment of the petrochem- 
icals complex at Mab Ta Pud. At the 
same time, the odds are lengthening 
against the construction of a fertiliser 
plant proposed as a part of the ESDP. 

Contractual arrangements for the 
building of the initial olefins unit should 
be finalised by early January between 
the National Petrochemical Corp. 
(NPC) and a mostly Japanese construc- 
tion consortium which includes Toyo 
Engineering. NPC itself is 49% owned 
by Thailand’s national oil company, the 
Petroleum Authority of Thailand, with 
another 2% held by the Crown Property 
Bureau (a royal agency) and 9% by the 
International Finance Corp. (a World 
Bank agency). The rest is owned by four 
private firms which will also build the 
downstream plants. The presence of 
these companies, among them a unit of 
the Siam Cement group, has given much 
commercial credibility to the project. 

The cost of the upstream unit, esti- 
mated at US$300 million as recently as 
August, has come in at only about 
US$170 million. Sources familiar with 
the proposed financial package say that 
the bulk of the funds will originate with 
the Export-Import Bank of Japan, and 
will be channelled through the contract- 
ors. NPC will repay the contractors di- 
rectly. 

“No exchange-rate agreement will 
be needed, because the financing will be 
in a currency closely linked to the baht,” 
said one official. That, sources say, is al- 
most certain to be the US dollar, to 
which the baht is unofficially linked. 
The arrangements are also said to in- 
clude a provision for delayed repayment 
of the loan, which gives the petrochemi- 
cal venture interim use of the funds. 

In offering these terms, Tokyo may 
have been mindful of one of the many 
problems encountered by the fertiliser 
componefit of the ESDP: exchange-rate 
uncertainty. Japanese contractors were 
to have built the fertiliser plant, backed 
by financing from the Overseas Econo- 
mic Cooperation Fund. But delay has 
followed delay, and though the project 
is still officially alive, the resignation in 
October of chairman Kasame 
Chatikavanij was a blow seen by many 
as the fertiliser plant’s death knell. 

Japan’s Ambassador to Thailand 
Akitane Kiuchi told Bangkok news- 
papers recently that it was in Thailand’s 
own interest as an agricultural nation to 
build the fertiliser plant. Kiuchi, ex- 
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pressing what he said was merely his 
own opinion, told the Bangkok Post: 
"I don't care whether the plant will 
use materials from Japan, West Ger- 
many, Australia or the US. I consi- 
der only Thailand's interest as a 
whole." 

Such noble sentiments aside, the Ja- 
panese have pushed hard to keep the 
plant alive, offering additional soft-loan 
funding in hopes of salvaging the pro- 
ject — though apparently refusing a 
Thai request for an exchange-rate 
agreement of ¥180:US$1. The plant's 
ability to repay a yen-denominated soft 
loan signed in July, without exchange- 
rate protection, has been one worry; the 
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Petroleum Authority: commercial credibility. 


need for government subsidies, which 
would run directly counter to Thai po- 
licy, was another. 


Tq olefins project's viability has 
never been predicated on subsidies. 
It will, however, have protection in the 
form of continued duties on imported 
resins during its first three to five years. 
This will be a crucial period for the plant 
in many respects, since its backers hope 
to be able to repay construction costs 
during that period with receipts from 
both domestic sales and exports. 

The retention of import duties is 
seen as a hedge against possible dump- 
ing, unlikely given that most of the 
items made by the downstream users for 
domestic consumption will be such 
things as plastic buckets and bags. A 
source at one of the private partners es- 
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timates that NPC will be able to sel its 


resins at 60-90% of the price of im- 
ported material (currently priced at 
US$600-700 a tonne cif, with Thai 
duties bringing the user’s cost up to 
US$1,000) under a two-tier pricing sys- 
tem. Pricing to the downstream users 
will be based not only on the cost of the 
domestic natural gas, but allowing also 
for NPC’s profit. Thai utilities are gen- 
erally expected to show returns of at 
least 12-15%, and a higher figure is 
targeted for NPC, said one official. 

The lower end of the price range will 


be for the export-oriented industry, - 
with manufacturers for the home mar- | 
_ ket (which will take 70-80% of the plants | 
output) paying more. The differential | 
will be reduced after about five years — - 


roughly the period during which the 
complex hopes to repay its debt. This 
would imply that it will be domestic con- 
sumers rather than export industries 
which will begr the repayment burden, 
which may be what one source had in 
mind when he said that “sacrifices” 


would be required to establish a pet-- 


rochemicals industry in Thailand. 
For while the decision to build the 
complex appears to be a commercially 


sound one, it is also motivated by a de- — 


sire for self-sufficiency. *You must look 
at the long-term implications. . . at this 
as a foundation for a chemical industry 
to grow. Thailand is like South Korea or 
Taiwan 10 years ago" in terms of its 


need for a petrochemical industry, the 


source said. 
Thai demand is not yet equal to the 


world-scale plant's capacity, which will | 


be about 300,000 tonnes a year. But 
there is room to grow, since Thai usage 


is low by world standards, at some 4 kg © 


per capita against 20 kg in Taiwan and as 
much as 30 kg in the US or Japan. The 
government's emphasis on improved 
infrastructure, especially electricity and 
water supplies, will require large 
amounts of plastic pipe. 

The plant itself is assumed to have a 
lifespan of 15 years, after which time it 
will become less competitive as more 
modern plants elsewhere come on 
stream. That assumption will also fit 
neatly into the picture for Thai natural 
gas, the raison d'étre of the ESDP. Most 
forecasts assume that if present con- 
sumption rates continue or rise, and un- 
less major new fields are brought into 


production, supplies may be nearly | 


exhausted by the turn of the century. 


The start of work on the olefins plant 


comes at a time of renewed optimism for 


petrochemicals. In mid-1985, prices for — 


polypropylene in Southeast Asia were 
about US$670 cif a tonne. Now, Singa- 
pore prices are about US$880 a tonne. 
The plant, with a projected late opening 
in 1989, will miss out on those years, but 
it will nonetheless save Thailand a fore- 
cast US$355 million annually in foreign 
exchange through import substitution. 
It will also create up to 28,000 jobs, both 
directly and in related activities. Oo 
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j Bruce Roscoe in Tokyo - 


-sahi Breweries makes Asahi Beer, 
.and buys and sells shares. In the 
nuary-June period of this year, Asahi 
ade a reported trading profit of about 
1.6 billion (US$9.9 million) from in- 
stment in Japanese shares, compared 
th * 400 million in the same period in 
/85. Trading house Kanematsu Gosho 
moving funds of around * 100 billion 
n certificates of deposit (CDs) and trust 
counts especially created for stock 
dealing. Stereo- and video-gear maker 
C Corp. similarly trades a securities 
tfolio worth around ¥ 100 billion. 
Deviance. from traditional lines of 
anufacturing or trating business for 
ake of making money itself turn a 
fit is called zai-teku (financial tech- 
ology), a Japanese buzzword for cor- 
porate portfolio investment. While the 
vity is not entirely new, some Japan- 
manufacturers .are taking it well 
ond the stage of appointing a chief 
ial officer to maximise returns on 
nal cash flow. 
itioning-control . equipment 
\sahi Kogyosha, for example, is 
/n.to deal in as many as 150 Japan- 
hares at any one time. Nicknamed 
i Securities” in Kabuto-cho 
"s. Wall: Street), Asahi Kogyo in 
0 30 September recorded pro- 
if about € 1 billion from share trad- 
-Asahi's vice-president Ikubimi 
hivama heads up the company’s zai- 
Ku team. | 
- The trend is.rooted in the early 
980s, when some cash-flush Japanese 
manufacturers and traders operating 
orldwide, set up international finance 
impanies mainly to tap Euromarkets 
heaper finance. According to a 
ik of Japan (BoJ, the central bank) 
vey, the share of finance raised over- 
s. by Japanese companies grew from 
% in 1981 to 17.5% in 1985. Of that, 
share raised in the form of debt secu- 
es grew from 0.1% to 8.5%. 
y raising Eurodollars, the Euro- 
finance subsidiaries of traders such 
nitomo Corp. could invest in US 
sury bills and other dollar-denomi- 
| securities without exposure to yen 
ncy risk. Mitsubishi Bank's inter- 
nal capital markets. division esti- 
ates that Japanese manufacturing 
mpanies account for fully half of 
an's. investment. in Us securities, 
bonds and shares... 
¿But now, ‘smaller Japanese com- 
inies have got into the act, too, mostly 
their home market. Sekisui Chemical 
Id'car-parts maker Koito Manufactur- 
are among at least nine. small to 





























he | little big inen e 


apanese manufacturers join the rush to securities trading 








fium-sized manufacturing... com- 


panies to estzblish finance subsidiaries 
this year. Sekssui Finance and Koito En- 
terprise both raise new funds and man- 
age surplus funds for their parent firms. 
These new. company investors are 
exerting an influence disproportionate 
to their size cn the markets. When the 
stock and bond volumes on Japan' S €x- 
changes rise, usually Japanese institu- 
tional investors such as life-insurance 
companies are said to be spurring the 
markets. But Katsuo Mayumi, deputy 
general manager of the bond depart- 
ment of Yamaichi Securities, says that a 
large number of “smaller-than-you- 
would-think” manufacturing companies 
are dealing in yen bond futures. 
“Companies are not investing in new 
roduction tecause of the high yen 
ind. insteac,] are playing the mar- 
kets,” Mayumi said. “This is a big factor 
behind the high trading in yen bonds 
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Source: Bank of Japan. 








CORPORATE GAINS 
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Other deposits 
Securities 
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Regulated interest 
rate deposits 


Foreign-currency T | i 
[denominatedassets | | 124 | 29.7 | 38.6 | 


Source: Sumitomo Trust and Banking. 
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i cession.” 


Although some big conservative 
manufacturers such as Matstishita 
Electric Industrial publicly denounce 
the “money games” of their peers, 
there seems to be wider acceptance of 
the new habit than, say, a year ago. 
Some regional chambers of commerce, 
for example, are openly encouraging 
members to be smarter with their 
money. 

Among these, the Matsumoto 
Chamber of Commerce in Kyushu, an 
area hit hard by the export slump, held a 
"finance technology" seminar for small 
manufacturers in October. The 
chamber’s seminar pamphlet was titled 
Clever ways to manage surplus funds. A 
chamber official told the REVIEW that 
local money was “pouring” into 
stockmarkets. 


B ig manufacturing companies such as 
Toyota Motor Corp. play both inter- 


national and domestic markets. Toyota 


is issuing a convertible bond for ¥200 
billion this month with a coupon of 
around 1.7%. That is evidently high 
enough to attact investors prepared to 
gamble on even steeper rises in Japan- 
ese stock prices. 

Securities companies, Td say 
that neither Toyota nor many of the 
other manufacturers rushing to issue 
convertibles at the same time need the 
money. As of November, according to 
Japan's financial daily Nihon Keizai 
Shimbun, Toyota was managing 
¥1.3 trillion in surplus funds, spread 
out over foreign-currency deposits, and 
foreign and domestic stocks and bonds. 
“Toyota is taking the chance to raise 
low-cost, long-term funds while it lasts,” 
one securities house manager said. 

Securities sources note that Toyota is 
spending ¥60 billion on equipment in- 
vestment in the year to 31 March 1987, 
and will probably see revenues fall Y40 
billion as a result of the yen revaluation. 
Yet, Toyota had already raised ¥170 
billion from various bond issues before 
the December convertible issue. 

The large increase in corporate trad- 
ing of bonds and shares has not gone un- 
noticed by the Ministry of Finance 
(MoF). In November the MoF formu- 
lated a draft of new disclosure rules to 
keep track of this type of activity. From 
March 1988, companies will Be required 
to report a breakdown of all securities 
and real-estate: transactions of parent 
and subsidiaries alike. . 

Doubts over how long corporate 
funds will be parked in stocks are mak- 
ing the Tokyo market jittery. Asahi Na- 
tional Broadcasting is one of many com- 
panies which will not deal in stocks be- 
cause of the risk of sudden price falls. 
Asahi has cash funds of about Y4 billion 
but moves. these only in fixed-interest 
instruments such as CDs. . | 

Sumitomo. Trust, ane are also 
sides WHE, the | 5 T 





— 


issue of its Yen Report, Sumitomo Trust 
notes that corporate-sector fund-raising 
rose to ¥29 trillion in the year ended 31 
March 1986, an 18.4% year-on-year in- 
crease. But the bank warns: “The vol- 
ume of funds involved (in zai-teku) is ex- 
pected to peak in the near future. The 
reason is that export-oriented industries 
are feeling the pinch of the high yen, 
and if financial deregulation is pushed 
further, it will be difficult to make pro- 
fits through the differential between 
regulated and market-related financial 
instruments.” 


This leap in the corporate obsession 
with money management is almost 
matched by interest among individuals. 
Despite the steep fall in share prices on 
the Tokyo Stock Exchange (TSE) in 
September, individuals are dealing in 
large enough numbers for several secu- 
rities companies to carve out a new mar- 
ket for “home-dealing systems.” These 
are programmes enabling personal 
computer owners to buy or sell shares 
on the TSE from their living rooms. 
Sanyo, Daiwa and Yamaichi Securities 
are selling such programmes, and 
Daiwa says it has 2,000 individual sub- 
scribers. 

This new individual interest in the 
markets is threatening the traditional 
home for excess funds, bank deposits. 
As of December, city banks were pay- 
ing no more than 0.26% interest on or- 
dinary deposits and 3.67% for one-year 
term accounts, which, compared to 
securities, is increasingly unattractive to 
individual customers. Yet banks do not 
want to lose depositors to securities 
companies. 

So Mitsubishi Bank has deployed its 
newly created “Individual Finance 
Development Centre” to keep de- 
positors in the fold. An investment ad- 
visory service, the centre helps clients 
manage cash assets and plan for long- 
term family financing needs such as 
school fees. Mitsui Bank is beefing up 
its staff group for investment advice to 
individuals. 

Sanwa Bank, on the other hand, ap- 
pears to have taken the “if you can’t 
beat them, join them” approach. It has 
formed an affiliate company, SA Ser- 
vice, to draw up personal investment 
plans for individuals. A typical plan will 
advise on investment in stocks, golf- 
club memberships and mortgage- 
backed Securities. SA Service, at its 
Plaza 21 office in downtown Tokyo, 
charges from € 1,500 per plan. 

Regional banks such as Hyakugo are 
also following suit. In October Hyakugo 
Bank set up Hyakugo Investment Con- 
sulting Co., with capital participation 
from the bank's credit, lease and econo- 
mic research affiliates. Hyakugo Invest- 
ment began business by robbing several 
securities companies of the parent 
bank's fund-management accounts, and 
expects first-year management fees of 
¥70 million to grow to ¥20 billion in 
five years. B» 











































































d FAR EASTERN ECONOMIC REVIEW e 18 DECEMBER 1986 
| OT TE IRE ME 





— - - EM 


ENERGY 


Reserve position 


Jakarta plans to sweeten oil contract terms 


By Shim Jae Hoon in Jakarta 


M ore than two weeks after Minister 
of Mines and Energy Subroto de- 
clared that Indonesia may *review" the 
terms of production sharing contracts 
(PSCs) with foreign oil companies, few 
in the industry seem to have any clue as 
to what he actually meant. Details re- 
main sketchy as officials of the state- 
owned oil monopoly, Pertamina, have 
provided little in the way of elaboration. 

Piecing together what Subroto has 
stated so far — and he seems to have the 
last say on the subject next to President 
Suharto — the Indonesian Government 
is prepared to improve the standard 
PSC terms on a “selective” basis, limit- 
ing improvements only to companies 
with “good records of operation, pro- 





Subroto: sketchy remark. 


duction and [substantial] investment." 
While lesser officials have been kept in 
the dark about any details, Subroto has 
revealed that a special team composed 
of officials from his ministry and Per- 
tamina has been set up to negotiate with 
pak. producers. 

PSCs are a complex arrangement 
under which foreign oil companies com- 
mit themselves to investing in explora- 
tion and development of hydrocarbons 
in a designated on- or offshore tract, 
splitting whatever is produced with Per- 
tamina. Oil production is in nearly all 
PSCs shared at a net ratio of 85:15 (after 
the foreign contractor’s investment has 
been recovered) with Pertamina taking 
the larger share. 

Subroto’s statements in New York 
and Jakarta focused on extension of the 
contract period, normally running up to 


30 years after agreement on commercial 


exploitation. This would give existing 


producers more time to recover invest- 
ment outlays, in most cases planned 
well before the price of oil plunged early 
this year. New exploration would be en- | 
couraged, too, by the prospects of more | 
time to recover the investment. 

The need for Indonesia to be more . 
flexible in its contract terms was under- 
scored recently when Frank Zybura, 
vice-president of Esso Exploration and 
Dumai Inc. (an Exxon subsidiary), at 
the signing of a new US$70 million PSC, 
made an unusual public call for more 
generous terms in high-risk exploration - 
investments. 

Reflecting *the gloomy market 
trends, the number of new PSCs has de- 
clined steadily since 1983; only four re- 
latively small contracts were signed in 
1985 — except for a large area taken 
offshore south of Irian Jaya by 
Diamond Shamrock — and just three 
this year. Many of the 69 PSCs now in 
operation were signed between 1967 
and 1971, meaning they should come up 
for termination or renegotiation in the 
next 10-15 years. As exploration activity 
declines with the decrease in new con- 
tracts, the probability of replacing de- 
pleted oil fields with new discoveries, 
thereby maintaining productive capa- 
city, falls similarly. 

The oil price drop since the begin- 
ning of the year has worsened the coun- 
trys overall cash-flow problems. 
Energy exports account for 68% of In- 
donesia’s foreign-exchange earnings 
and 60% of state revenues, and the 50% 
drop in the oil price forced spending cut- 
backs and a 31% devaluation of the 
rupiah in September (REVIEW, 25 
Sept.). Having decided early this year to 
aggressively defend its market share 
rather than cut back on production, the 
need to keep up an adequate level of 
production capacity has become a mid- 
term rather than long-term need. 


The emergence of China as a major | 


supplier — particularly in light of its 
shorter distance to Indonesia’s major 
market in Japan — underscores the im- 
portance in the future of Jakarta de- 
fending its market share. If and when - 
prices recover to US$18 a barrel, pro- — 


ductive capacity needs to be maintained | 


to take full advantage of the market. 
Indonesia’s Opec quota is set now at — 
about 1.2 million barrels a day, but 
the country can produce 1.5-1.6 million 
barrels. 

Subroto is convinced that the oil 
price will bounce back before long, pro- 
vided that Opec reduces production 
from the current daily level of 16.7 mil- 
lion barrels. IR | 
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C hina’s domestic industrial enterprises can be d: vided broadly into two 
categories: state-owned and collective. 

State-owned enterprises consist of almost all of the heavy industrial sec- 


tor and most of the large-scale plants within the light-industrial sector. They 
comprise some 19% of all industrial enterprises and account for about 73% 
of total industrial production. In general, the decision to invest in plant, 
property and equipment is taken by Peking or provincial-level authorities. 
Factories are subject to a variety of plan targets and supervision. 
Collectively owned enterprises are owned and run by the operators and 
employees. They dominate the light-industrial seccor in number — some 
80% of all industrial enterprises — but account for only 25% of total indus- 
trial output. Collective enterprises are subject to less central direction 
than state enterprises but markets and prices play a larger role in their oper- 


ation. | 


Reforms currently under way — the factory-director responsibility sys- 
tem and the abolition of production targets in selected industries — may nul- 
lify many of the operational differences that now exist between the state and 
collectively owned sectors. Since 1984 state-owned factories have been per- 
mitted to retain a portion of their profits for workers amenities and to ex- 


pand and modernise plant. 
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Design for the future 


. The economic experiment in Guangdong has mixed results 


| By Ellen Salem in Canton 


ive years ago, Guangdong was told 
to be different. Peking decided to 


. permit the southern coastal province 


and neighbouring Fujian to implement 


. more-adventurous policies which would 





hasten their opening to the outside 
world and encourage increased flexibil- 
ity in economic management. Success- 
ful reforms might then be introduced 
selectively on a national level. 

In Guangdong, this mandate has 
transformed the province into a labora- 
tory for export-oriented, light-indus- 
trial enterprises. It was assumed that 
managerial and productive techniques 
employed in joint ventures and coope- 
ratives would be modified and imitat- 
ed by the province's light-industrial 
sector. 

In both cumulative and comparative 
terms, Guangdong's performance has 
been creditable, though hardly extra- 


| ordinary. Between 1980 and 1985 the 


gross output value of the province's in- 
dustry and agriculture has seen an aver- 
age annual increase of 13.6% versus a 
national average of 9%. Industrial out- 
put value increased 16.2% a year and 
agriculture 7.4%, while exports grew 
63.2% during the five years. 

In 1985 — a record year for 


_| Guangdong — total industrial output 


value increased 25.6% compared with 
the previous year (light industry in- 
creased 25.6% and heavy industry, 
25.7% ) — well above the national aver- 
age of 17.7%, but below the 33% and 
27% respectively recorded by the 
pacesetting eastern coastal provinces of 
Zhejiang and Jiangsu. 

A breakdown of the origins of 
growth for 1985 highlights the vitality of 
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foreign joint ventures and cooperatives 
in Guangdong’s industry. State-owned 
enterprises, which produced 63% of 
total industrial output, grew by 18.4%. 
Collective enterprises, while responsi- 
ble for only 32% of the total output, 
grew by 30.7%. But this pales in com- 
parison with the growth of foreign 
joint ventures and cooperatives: though 
they produced only an estimated 4% of 
total light industrial output, this was an 
increase of 87% over 1984. 

Clearly, the foreign input, combined 
with the stress on the development of an 
export-oriented, light-industrial sector, 
has not been the hoped-for catalyst for 
accelerated growth in other sections of 
the economy. 

What, then, has been happening in 
the state and collectively owned enter- 
prises? In Chaozhou municipality, the 
manager of a collectively owned 
ceramics factory which produces en- 
tirely for export, extols the virtues of the 
factory’s computer that monitors the in- 
ternal temperature of its kiln. Some 250 
km to the nor-h, in Dapu, the manager 
of a state-owned factory producing 
primarily for 2xport patiently explains 
the problems of turning out high-quality 
decorative porcelain using a brush-fired 
climbing kiln almost identical in design 
to those used centuries ago. Such con- 
trasts are mirrored throughout the light- 
industrial sector in production methods, 
financing, export generation, use of 
foreign exchaage, quality control and 
labour management. 

The cosse-ing of the "iron rice- 
bowl," a sho-tage of capital and in- 
adequately trained managers and work- 
ers aside, many of these contrasts — and 





inconsistencies — are due to the 
plethora of state, provincial and local 
bureaucratic organisations which over- 
see production and exports. 

A state-owned ceramics factory, for 
example, will receive both its overall 
production and export targets from the 
provincial ceramics corporation which, 
in turn, has received its target from the 
central government. In addition, the 
provincial ceramics corporation is re- 
sponsible for quality control and deter- 
mines the price a state factory will re- 
ceive for export items. Prefectural gov- 
ernment will insert yet another layer of 
management and control, and county 
and township administrations usually 
two more. 

Exports come under the general 
supervison of either the Guangdong 
China National Arts and Crafts Import 
Export Corp. or its subsidiary, the 
Guangdong Ceramics Co. Both directly 
manage exports in some instances, 
while in others they act as coordinators 
with other state-run local export corpo- 
rations. As one official remarked while 
detailing the administration of the 
county's ceramics industry, "It is so 
complicated, that even we get confused 
sometimes." 


hile state-owned factories may, in 
principle, only receive orders from 
the state export corporations, collective 
enterprises are free to generate their 
own orders, though some orders are 
also received from the export corpora- 
tions. In addition, state-owned enter- 
prises may not go directly to suppliers 
but must rely on state-run buying units, 
a restriction that does not apply to the 
collectively owned enterprises. 
Although all industrial groupings are 
subject to control by both production 
and export corporations, in some indus- 
tries a single export/import corporation 
dominates. Most export orders for the 
textiles industry, for example, are hand- 
led by the China National Textiles UE 
Corp. which will then assign the order to 
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| rise to a reward system for 


ui ¿factory receives 10 fen for a 


| ignorant of the price jeceivod 


| sometimes export directly; 






teqi ipped to fill the order 
Production control, “however, comes 
under the rubric of the Industrial Tex- 
tile Corp. which recently set up its own 
export corporation. This venture, re- 
marked one experienced China trader, 
may well be e dogme t6 failure since it 














believe tha pr 
are often w 


Don aware of their 
lack of kno dge f the global market 





and consi he import/export corpo- 
rations ensable — at least for the 
pre ddition, state-owned fac- 
to “(for the time being) a 


guaranteed buyer for their produc- 
| tion quota. Collective enterprises are 
generally more aware of changes in the 


global market since many have deve- 





loped an extensive contact network in - 


the Special Economic Zones (SEZs), 
j and can solicit their own orders. Their 
ale ier recognition of market realities 

is hastened by relative freedom from 
State supervision in design and 
price-setting. | 

Guangdong's determination 
to boost its exports has given 







|. foreign-exchange earnings. 
| One state-owned factory re- 
 Ceives 3 fen for every renminbi - 
(Rmb 1 = 100 fen) of targeted 
export earnings and 10 fen per 
renminbi for earnings over the 
target. Another state-owned 


|. US dollar of export earnin 
Factory managers are usually 


| for their goods abroad, due in 

| part to the exchange rate for in- 

ternal settlements being set by 

each ministry on the basis of 
how many renminbi it takes that. 
particular ministry to generate a 

|- US$1 of foreign exchange. 

— . [n theory, collectively owned enter- 
prises are also eligible for a reward for 
foreign-exchange earnings. However, 
few appear to be receiving it. The com- 
plexities in administering such a reward 
system to enterprises that make use of a 
. number of export corporations, and 
4s one 
reason. Under-reporting of foreign-ex- 
change earnings may also be a factor. 

Denied access to foreign exchange, col- 
| lectives often exchange a portion of 
.| their export earnings for foreign goods 
| —aform of unofficial countertrade. 

For some state-owned factories, 
however, the renminbi reward for ex- 
ports does not necessarily serve as an in- 
centive to export. The overriding con- 
cern of many of the managers — and the 
vast majority of the workers — is that 
| their danwei (work unit) be a wealthy 
one. This will entitle them to coveted 


| benefits such as good housing, un- 





or the t buyer ay 


: Nationwide 


til’ recently all 

With factory managers now more ac- 
countable for the enterprise’s balance- 
sheet, many feel a more prudent course, 
is simply to show a profit in renminbi 
terms even if this results in lower ex- 
ports. A further incentive to stress 
domestic production is that if a state- 


owned factory exceeds production | 


targets — often felt to be unrealistic — 
the i: realised may be retained by 
the factory. Conversely, if the target is 
not achieved, the factory must, 
ment. 
Take, for example, the dilemma of 


in- | 
theory, pay the slack to the govern- | 


but unobtainable: | 





| whereby it will increase the capital 
, of a company and be repayed y 


one state-owned factory manager. The - 


factory's output is graded into three - 


categories by the provincial ceramic 


: name. 


corporation and compensation is paid . 


according to the grade. Although he has 


port wares, higher production costs will 
not result in an increase in the price re- 


ceived from the import/export corpora- - 
irrespective of the foreign-ex- : 
change component. Asa result, much of 

the factory's output is sold domestically . 


tion, 


OUTPUT 
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State- 
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ata price higher than that received from 


the export corporation: Such practices. 


seem. to be duplicated throughout the 
light industrial sector, aided by pent- 
up consumer demand for quality: pro- 
ducts. 

How then, does one account for the 
1576. surge in exports in 1985? Compo- 
site figures on the origin 
Guangdong's exports are not available. 
However, 
ports to the US totalled US$76 million 
and jumped to US$153 million in 1985. 
Foreign trade officials estimate that 
products originating in foreign joint or 
cooperative ventures account for some 
80-90%. of the increase. 


Whether or not this trend will con- 


tinue given Guangdong’s (and China’s) 
efforts to increase foreign investment in 


the export and high-technology sectors. 


remains to be seen. It is clear, however, 


- that efforts are under way to rationalise. 


of 
in 1984, Guangdong’s ex-. 


; The use of contract labour (som 
been told to improve the quality of ex- : 





REVIEWTABLE by Andy Tang. 


both er en ierprise financing 
. purposes and financial accountal ! 


. replacing state grantsas the usual 
| for expansion. Among the forms 


me seem to feel. ‘that’ con 


ity control is haphazard at best. Asa 


traders, many of whom have a p 


"orders meet. specifications before 















































A variety of dedicated bank lo 
and/or capital infusion schemes are 


loans being introduced are three 
foreign-exchange loans with a dedi 
foreign-exchange repayment scl 
and three-year renminbi loans, wii 
terest rates ranging from 2. 4% j 
for technical improvement to 9 
purchase of machinery. The Pro 
Cerafnics Co. is working on a 


ing a percentage. of the- fa 
export earnings — dividends in. 


of the industrial workforce) ha 
ly made a dent in employment pr 
outside the SEZs or in foreign joi 
cooperative ventures. Managers at 





"iron rice bowl” system but are lo: 0; 
force such a system into pre 
until a welfare scheme i 
-into place. 
^-^ fn some state and collec 
industries where the payment 
based on piece work, the use 
contract labour is a moot po 
‘Skilled workers, be they gra 
“ates of the tech nical sc ool 
children of other skilled + 
ers (the nepotism rule that pr 
| n children nds ; 
















(AZ the. average is Rmb 70 
.Piece work can boost a work: 
salary to a high of Rmb 200 
| month, well above the pro 
| cial average of Rmb 96 and 
national average of Rmb 81. 
- Although all industrial gro 
ings must submit samples to their 
spective supervisory corporations, qu: 



























sult, many foreign buyers in Hongk 
deal almost exclusively with Hong 


hent staff. of inspectors who see 


ter of credit is issued. 

Throughout the light-industria 
tor enormous disparities still exist i 
degree of mechanisation, quality 
trol, supply channels and mana 
control. In terms of. production 
presumably quality control given. 
absence of guaranteed buyers, the 
lectives are gaining the upper hand. ÀA 
though they are hardly free fro 
bureaucratic interference, they doh 
more freedom to manoeuvre, parti 
larly in. terms of pricing, choice 
suppliers and buyers. 

There are some indications, A 








. ever? that these differences may erode 
. with time. In Dapu county, for exam- 
_ ple, the four companies established to 
| manage the ceramics industry serve the 
needs of state, collective and individu- 
ally owned enterprises at the same time. 
. With the pressure on to show profits, 
managers of state factories are request- 
ing more autonomy, including the 
choice of suppliers and the right to deal 
directly with buyers. 
Overall, the 





| try-specific management and produc- 
. tion methods are being proposed, con- 
sidered, adopted or abandoned. Man- 
agerial and financial techniques first 
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PP resent and future Japan-US rela- 
W tions are fraught with many prob- 
| lems of great magnitude and, perhaps, 
offer some hope or prospects for de- 


j 
N 

K 
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. veloping countries. The problems in- 


| 
| 


| clude the possibility of a breakdown in 
| the present international economic 
- order; the development of a hard-nosed 
| US attitude in international affairs, and 
| a possible Japan-US agreement at the 
. expense of other countries. The pros- 
| pects for developing countries could in- 
. clude the opening up of the Japanese 
| market and a Japanese Marshall Plan 
| for the Asia-Pacific region, particularly 
_ Southeast Asia. 
| Discussion of the international eco- 
| nomic order is premised on the belief 
it that this present post-war order, un- 
| equal as it may be in many respects to 
| commodity producers, nevertheless of- 
| fers hope to those developing countries 
l which are, and which intend to be, ex- 
- port-oriented in their industrialisation 
| strategy — such as South Korea, 
| Taiwan and the Asean countries. The 
| success of such a strategy has been de- 
| pendent basically on the continuing 
| openness of the US market. 
| In fairness, the US (which in retros- 
. pect had been much maligned for its 
| post-war role in Vietnam) at the same 
| time also acted as a market for many 
j : Asian developing countries, thus enabl- 
| ing them to industrialise. And in the 
case of Japan, enabling it to recover 
| from post-war destruction and re-indus- 
| trialise. It may be that this openness was 
ideologically motivated in that the US 
market was primarily meant for those 
countries the US hoped to prop up econo- 
mically in the fight against communism — 
and that it could do so at that time because 
of its pre-eminent economic strength. 
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|, Economic order and the 
-US/Japan options 


employed by the joint ventures are 
being imitated, and in some instances, 
modified. However, the changes are, 
in the main, industry or product speci- 
fic and rarely address structural prob- 
lems. 


W ith hindsight, it is obvious that the 
joint ventures, which are predo- 
minantly smell-scale, export-oriented 
industries managed by Hongkong or 
Macau Chinese, could hardly provide 
guidelines for the overhaul of the light- 
industrial sector. Minor improvements, 
such as the introduction of contract 
labour and improved quality control 
were imperative if profits were to be 
made. But structural problems within 


The fact remains that it was open. 
The existence today of a huge US def- 
icit in the balance of trade between the 
US and Japan (about US$50 billion last 
year) and an even bigger global deficit, 
has led many Americans to question the 
wisdom of maintaining a free-trade policy 
and the conconitant open US market. 
It may be that the root cause of this de- 
ficit lies in decl. ning US competitiveness 
and not alleged unfair Japanese trading 
practices. It may be that other countries 
are also contributors, such as West Ger- 
many, Taiwan and South Korea. 

But the country which has been most 
salient in US eyes is Japan, particularly 
as those who have been most vocal are 
in industries most affected by Japanese 
competition. And such voices have in 
no way been stilled by the continuing 
huge deficit, despite Japanese market- 
opening meastres and the rise of the 
yen. The danger exists — as exemplified 
by the Jenkins Bill on which congress 
only narrowly failed to override a presi- 
dential veto, and the Gephardt Bill 
which sought to legislate against Japan- 
ese and other imports — that US law- 
makers may come to the conclusion that 
the only way to reduce this deficit and 
save American jobs is to shut out Japan- 
ese imports. 

The consequence of this would be dis- 
astrous. Japan and other affected coun- 
tries will retaliate. The casualty would be 
the post-war economic order, with the 


Lee Poh Ping is a lecturer in politi- 
cal science at the University of 
Malaya and has written extensively 


on relations between Southeast 
Asia and Japan. 















the Chinese economy itself were irrelev- 
ant to the export manufacturer looking 
for a convenient source of cheap labour 
for export processing. 

The first obstacle to be overcome is a 
general (though by no means universal) 
tendency to place emphasis on im- 
mediate gain. Housing takes prece- 
dence over new machinery or research 
and development, for example. As 
standards of living improve — and more 
importantly, the sense of security about 
the continuation of present trends soli- 
difies — workers and managers may be 
more amenable to longer-term invest- 
ment in capital improvements and re- 
search and development. 

The second obstacle — bureaucratic 



















American food, Ginza: some hope. 


likely scenario of ensuing trading blocs 
— Japan dominating East and Southeast 
Asia, the Americas under the US, and 
Africa under Western Europe. The rest 
of the non-communist countries will 
then be up for grabs by these three giant 
economic entities. We may see the re- 
surrection of what was thought obsolete 
— imperialism and spheres of influence. 


uch a scenario, however, is not a 
foregone conclusion because of a 
very keen awareness among the Japan- 
ese and many others that something 
must be done to prevent this happening, 
and because the US has not lgst out in 
everything. It is still strong in commer- 
cial aviation and services, for example, 
and not everyone will bet that Japan will 
best the US in the high-technology race. 
What is more likely (and is now al- 
ready happening to some extent) is a US 
which pursues narrow economic in- 
terests, irrespective of whether the in- 
terests of other countries — which may 
be allies or friends — are hurt in the pro- 
cess. Recent examples are the sub- 
sidised sale of US rice in the world mar- 
ket, estimated by some possibly to af- 
fect as many as 1 million Thai farm- 
ers; and the subsidised sales of sugar 
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interference — is probably the major 
stumbling block to industrial reform. 
Thus far, there is no indication that the 
bureaucracy is curtailing its activities in 
the industrial sector. If anything, the re- 
verse appears to be the case. However, 
this trend could be mitigated in the fu- 
ture by the increased stress on bureau- 
cratic accountability. 


fae owever, Guangdong has received 
its mandate — in essence, a licence 
to experiment within already established 
parameters — with enthusiasm. Al- 
though progress is uneven, production 
and exports have increased and the 
standard of living improved throughout 
the province. Problems have been iden- 





and wheat to communist countries, 
which have been perceived in Australia 
as damaging to its national interests. 
There is also the generally hard-nosed 
attitude in US negotiations with South 
Korea and Taiwan, taking a tough stand 
on textiles-import limitations, intellec- 
tual copyright, market-opening mea- 
sures, US insistence on the removal of 
export clauses in joint-venture agree- 
ments between these countries and 
Japan, and so on. 

The US may have a case in many of 
these instances and may be responding 
to domestic political exigencies. But 
such an ajtitude contrasts sharply with 
that of the 1950s and 1960s when the US 
would not have resorted to such steps 
where allies and friends are concerned, 
and probably would not have even con- 
templated them. We remember US en- 
couragement then of economic deve- 
lopment among friends and allies, not to 
mention the existence of all manner of 
economic aid. That probably is a 
bygone age and it is likely this tough US 
attitude will continue for some time. 

Another likely scenario is a realisa- 
tion on both sides that Japan and the US 
are so intertwined that there is a limit to 
which either side can push the other 
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tified, and solutions, though not often 
enough acted upon, have been propos- 
ed. 

Even the identification of problems 
might not have happened had 
Guangdong not been instructed to lead 
the way in the opening up to the outside 
world. In the event, it became clear to 
workers and factory managers (and to 
Peking) that China’s industry lagged 
far behind the rest of the world, and 
that radical changes were needed be- 
fore Chinese production would be truly 
competitive — let alone gain a market 
edge. 

In a broader sense, the dispropor- 
tionately high growth rate of foreign 
joint ventures and cooperatives in 


without bringing the whole house down. 
In order to prevent this, both sides may 
find it expedient to arrive at agreements 
which pay very little heed to the in- 
terests of other countries, and attempt 
to overcome protectionist pressure by 
acting against countries of lesser global 
economic consequence. A foretaste of 
the former is the US-Japan microchip 
agreement which had the effect of rais- 
ing prices. 

This is not to suggest that there is a 
plan or a deliberate attempt to create a 
Japan-US economic condominium in the 
Asia-Pacific region, but it could be a sit- 
uation best described by the Asian pro- 
verb which says that when elephants 
fight or make love, the grass beneath 
them is trampled upon. 

The more hopeful development lies 
in the possibility of an opening up of the 
Japanese market to products from the 
developing countries. It is probably no 
exaggeration to say that the market- 
opening measures recently undertaken 
by Japan came in response primarily to 
US pressure and only secondarily, if at 
all, to pressure from the developing 
countries in Asia. 

The US object is the reduction of the 
trade deficit, but that cannot be sepa- 
rated from the overall question of Japan 
as an open market. If, for example, the 
US insists on participation in the Kansai 
airport project, the purchase of more 
US agricultural products and so on, 
such pressure necessitates specific Ja- 
panese response and also general con- 
sideration of whether Japan should re- 
flate, spend more domestically or make 
a historic change from that of an export- 
to an import-oriented nation. The 
answers to these general questions are 
of consequence for Asian developing 
countries intending to export to Japan. 
In this respect, these countries may 


6 We ma y see the resurrection 
of what was thought obsolete 
— imperialism and spheres of 
influence. 9 












Guangdong has highlighted many ofthe ~ 


shortcomings of purely domestic indus- 
trial ventures. One is tempted to 
hypothesize that the comparative rates 
of industrial output may have tipped the 
scales in the internal disputes that pre- 
faced the release of the new incentives 
for foreign investment. 

Conversely, the failure of the domes- 
tic sector to provide, under the present 
system, an adequate formula for accel- 
erated growth has strengthened the 
hands of those in Peking who believe 
that major structural reforms — and 
the slaughtering of some sacred cows 
such as production targets — are a pre- 
requisite for rational and sustained in- 
dustrial growth. R] 


have a common interest with the 
US. 

There is ng dgubt Japan has already 
taken many measures to open its 
domestic market, ranging from the re- 
duction of tariffs to moral suasion such 
as Prime Minister Yasuhiro Nakasone’s 
appeal to Japanese to buy more foreign 
goods. There is also the Maekawa Re- 
port which, if adopted and im- 
plemented, will go a long way towards 
making Japan an import-oriented na- 
tion. But there still persists deep in 
many non-Japanese minds the percep- 
tion that all such measures will not go 


very far unless there is a political and ~ 


bureaucratic will, hitherto seen as 


somewhat missing. 


E^ Vogel, in an article in the For- 
eign Affairs journal in New York en- 


titled “Pax Nipponica?” goessofarasto | — 


argue that the general populace in 


Japan are basically content with the pre- — 


sent situation, seeing no further need to 
cram their residential premises, tiny by 
Western standards, with foreign im- 
ports — the quality of which they have 
yet to see as comparable to Japanese 
made-products. 

Vogel notwithstanding, there are 
still many non-competitive or sunset in- 
dustries in Japan which could be phased 
out, thus leaving room for products 
from the Asian developing countries. 
One should also not doubt that a strong 
political and bureaucratic will in anv 


country can lead to many things and in | 


the case of Japan, to more imports. At 
this juncture, where there is increasing 


. US reluctance to continue being the pri- | 


mary market, it will be a real test of Ja- 
panese foreign and economic policy 
whether it can not so much replace the 
historic role of the US market (as that 
will be a very tall order) but share the 
market function with the US so that 
there is some chance the present inter- 
national political and economic order in 
the Asia-Pacific region can be main- 
tained. 

Finally, there is a Japanese Marshall 
Plan, as suggested by eminent 
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ioted that much of the present Ja- 
€ surplus has been channelled to 
'easury bills and other. such. (not 
eatly productive) investment — ironi- 
vhen many developing countries are 
"ng out for productive investment. 
suggested that some mechanism be 
vised, or existing institutions be used, 
divert this surplus to the developing 
ntries. 

Okita's suggestion is laudable, par- 
ularly now when. Asean countries 
ve. arrived at an economic juncture. 
1 such massive aid will be greatly 
ed and appreciated. But in the 
of any undertaking of the 
ude of the Marshall Plan, de- 
by Winston Churchill as one of 
more unsordid acts in history, there 
ther factors involved than the exist- 
of an embarrassingly huge surplus 
hunger by others for it. 

orginal Marshall Plan.was made 






onomic indicators for the July-Sep- 
stember quarter. show Australia’s 
€ into recession may have bottomed 
|, but few signs have emerged of a 
up in activity that might vindicate 
government's forecast of 2.3% 












| year ending June. 
ational accounts gave GDP a lift of 
o in the September quarter, the first. 
terly rise for a year. But with hous- 
commencements dwindling and car 
ales their lowest in nearly 20 years, the 
ct of extremely high interest rates 
too plain.. 
verall-business investment is flat 
ording to official statistics, but this is 
"what misleading. Anecdotal evi- 
e. shows selective investment in 
manufacturing capacity and this 
tockmarket bull run has enabled 
ompanies to get around the in- 
i i th new share issues 






























: hi eptember. quarter 
oc red with : a y ar before. - 

he most encou aging ne ENS was that 
B with commerci 












e ” Expo mes rose 2.4% 
st a lift of 0.7% inimport volumes. 
er three years of decline, Australia’s 
ns of trade rose by 0. 5% on price 
for gold, zinc, aluminium, iron ore, 
f, wool and wheat. 
To some economists the import vol- 
e growth is still too high and gives no 
nds for optimism about a turn- 
id in the current-account deficit. 
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1gross domestic product forthe | 





poss | ofa 
polial consensus in the US at “that | 


time. Despite the stark civilisation- 
threatening sentiments expressed by 
George Catlett Marshall in his famous 
speech at Hzrvard University in 1947, 
what clinched the aid was US recogni- 
tion that to prevent the march of com- 
munism in Europe the war-shattered 
European economies must be helped to 
recovery by US aid. 


N o such Japanese political consensus 
exists today — there may be agree- 
ment on mor? official development as- 
sistance and other forms of aid, but no- 


thing as massive. as a Marshall Plan. 


Moreover, the original Marshall Plan 
consisted of congressional appropria- 
tions (goverrment money), while the 
Japanese surplus is a private-sector 
surplus. There are limits to which the 
Japanese Government, even if there is a 
will, can go tc influence the channelling 
of this surplus. 


“UPS AND 
DOWNS 
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Even appead of UNS bunching | 
caused by large items such as civil air- 
craft, the underlying deficit is still about 
A$1.25 billion (USS$813 million) a 
month. Projections show a 1986-87 def- 
icit of about A$14.75 billion or nearly 
6% of GDP, about what government 
budget. papers have predicted. Can- 


-berra now talks of a solution taking 


some five years to work through. 

The consumer price index rose 2.696 
in the Septemter quarter, and 9.396 for 
the year to September. Itis by no means 
certain this has peaked. Although real 
wages have been lagging inflation by 
about two percentage points this year, 
the new *two--ier" wage pact between 
government and unions (REVIEW, 27 
Nov.) has caused concern about a break- 
down in wage discipline through its free- 
bargaining corr ponent. 

Doubts remain about the govern- 
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| origin | pla r | 
known as the Organisation of | uro re. E 





Economic Cooperation- (OEEC), 
forerunner to the present EEC, perta 
ing of eminent representatives from the 
participant countries. OEEC could ef- 
fectively implement the aid for recipient 
countries. The US, too, had 
calibre administrators such as Paul 
Hoffman and Averill Harriman. No 
comparable organisation and- per- 


sonalities exist as yet in Asean or Japan, 


though they could arise if an actual plan 
were to be launched. 
Difficult times can produce solu- 


tions. Apart from suggestions such as 


the Japanese Government providing 
guarantees or insurance to Japanese 
firms investing in developing countries, 
if Japan really rose to the occasion and 
produced a Marshall Plan for Asean, it 
would take its place in the world not 
only as a mighty economic power, but as 
a great nation. — 
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ment achieving its A$3. 5 billio | udál 
deficit target for the current year. Look- 
ing ahead to the 1987-88 budget task, 
the full impact of income-tax cuts begun 
on 1 December will make spencing e cuts 
even more of a priority. 

Rising unemployment is an. uncom- 
fortable background for a Labor gov- 
ernment going to an election, and some 


doubt Hawke’s commitment to fiscal 


and monetary stringency. One danger is 
the current upswing in the manic-de- 


| D s psychology of financial mar- 


ets, which have pushed the Australian 

dollar up by 9.576 on a trade-weighted 
basis since its late July trough. 

An improvement in terms of trade 


| would pull Australia out of the soup 
| more quickly, as wi 
| growth in export volumi 





a more rapid 
es. But the com- 
modity price outlook is still quite 
gloomy, with the J apanese. industrial 
slump hitting coal and iron-ore prices. 
This and the political spl IB Austra- 
lia cause some worries i | 






Treasurer Paul Ke 
ised "no premature reductign 
terest rates, and claims "budget deficit 
numbers are on track. Although prime 


bank lending rates. dropped slightly in. 





November, they remain at a prohibitive 
18.5% or so. Monetary growth (“broad 
money") was 9.5% for the year to Sep- 
tember (against 16. or the previous 
year) but this is only one of the 
"checklist" of indicators used by the Re- 
serve Bank of Australia (RBA, the cen- 
tral bank) to.set interest rates. Given 








the tolerance of some wage increases 


and other. cost rises, monetary policy 
has to make. up for shortcom 
where in the: stem 
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Minolta compact autofocus 35mm cameras 
free you to capture special moments. 


| 
| 


Minolta compact autofocus 35mm cameras turn special moments into 
incredibly easy-to-take pictures. These lightweight cameras feature 
precise autofocus with high quality Minolta lens. Best of all, automatic 
features take the work and worry out of your photography for the best 
results you'll ever see. Choose the Minolta that’s just right for you. 


AUTO FOCUS 





One of the world's most advanced Here's an amazing compact autofocus For your next family get-together, make 
compact cameras, the AF-Z's innovative, 35mm camera that gives you a choice of sure you have a Minolta AF-E. Auto film 
hi-tech features like continuous sequence built-in standard and telephoto lenses. loading, auto rewinding and compact 
shooting make it astonishingly easy to use. Fully automatic, yet lightweight, the AF-T's design make it the lightweight autofocus 
Its sleek design and great results make it great versatility makes it perfect for any 35mm camera that lets you take high 


ideal for family picture-taking quality pictures with 
gatherings. AF- 1 occasion. AF- i snapshot simplicity. 


Minolta Camera Co., Ltd., 30, 2-Chome, Azuchi-Machi, Higashi-ku, Osaka 541, Japan 
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DIMENSION 


Vision 

Designing a car is an act of creation that calls 
for a thorough grasp ef the practicalities of driving 
as well as imagination. 

Indeed, if one were to create a masterpiece, 
one would have to possess an artist’s passionate 
dedication to beauty in addition to an engineer’s 
cool, rational mind. 

The Nissan Cue-X is a brilliant illustration 
of how one can blend such opposites in one 
masterly stroke. Typifying the startling sophisti- 
cation Nissan will be offering 
you in the near future, this 
revolutionary prototype will 
bring you such far-advanced 
ES features as the revelatory 
= Laser Radar System. 

When used in conjunc- 
tion with an ASCD (Automatic 
Speed Control Device), the 
Ve mr ud Laser Radar System commands a microcomputer 
driving safety and t0 adjust throttle, transmission and brakes in 
convenience in the order to control speed and maintain a safe 
Nissan Cue-X. distance between your car and the vehicle in 

front. It is one of many features in the Cue-X 
that redefine the very concept of driving, 
adding convenience, pleasure and safety to 
every second you spend on the road. 

The Nissan Cue-X lends credence to 
Nissan's singular creative vision, achieving a 
combination of practical wisdom and aesthetic 
grandeur that is at once unique and universal. 

And it succeeds because it has that intan- 
gible yet very real quality that makes a Nissan 
what it is— The Nissan Dimension. 





Quality in motion 
=] NISSAN 





* unchallenged authority! à 


There is no doubt amongst leading top management as to which publication 
Is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It's the Far Eastern Economic Review by an overwhelming 
majority! 


*unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don't just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far Eastern Economic Review! 


*unequalled performance! 


since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 64,100 copies per 
Issue. 


At last, an airline seat so excitinc 


f 








No, other publication in the region can match its performance. In fact the _ 
Review’s circulation has grown by a number larger than the total present 
day circulation of any of the publications which started during the years in 

| question. 


; A growing number of advertisers have taken full advantage of this i impres- 
< sive growth. The Review has increased its ad page volume from 1,458 in 
- 1978 to 2,593 in 1985. f 


_ Advertisers know beyond question that the Review reaches the highest 
concentration of Asia’s most important people. And they know that as an 
effective advertising vehicle, its performance is unequalled. 


FarEastern Economic | 





.. SRG Executive Surveys — Asian Executive Study Unparalleled influence in Asia. 


will put you fo sleep 
Flying planes by the seat of the pants went out of style years ago. 
i Unless you happen fo be a passenger. 
in which case, the seat of the pants must still be applied to an unpleasant device called an airline seat- often 
for hours and hours af a time. 
And with equally unpleasant side effects- like cramps, backache and insomnia. 
At Aerospatiale, we thought thal was a shame. 
So we sat down and designed a revolutionary new airline seat- starting from the bottom up. 
As you can see, our seat is uncommonly versatile. 


Press an electric button, and up go your feet on our sleeperette’s leg rest. 
Press a second button, and down go your shoulders into our wide, reclining backrest. 


Plu: án a stereo headset, and our seat will even play you a lullaby. 


Ihe result is so exciting, it might just put you to sleep. p l i 
Our seat is now fully certified for installation on the world's fleet of A-300/A-310 Airbuses and Boeing 747s. 


At Aerospatiale, we call our unique seat the Regent. 
But once you stretch out in it for a while, we think you'll call it our unique contribution to posterity. 


aerospatiale. 
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Your pleasure is a priority on Sabena Business Class. 
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Sabena. 





Savoir faire in the air. 


Sabena Business Class. 
We put the emphasis on class. 


With their intercontinental Business Class, 
Sabena have thought of everything. 
Enjoy the brand-new ergonomic chairs in the 
extra roomy cabin at the front of the DC-10’s. 
Special check-in facilities, spacious lot nges 
at most major airports, priority boarding and 
unboarding will keep you away from the 
crowd. | 

You can sit back and relax while our spe- 
cially trained cabin staff serve you campli- 
mentary drinks - including champagne - and 
a choice of menus served on fine tableware. 
Perhaps you'd like your favorite magazine, a 


Make sure you're booked aboard = ADENA 
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DELGIAN VVORLLU AIRLINES 


hot towel, some music or a good movie ? No 


IMPACT-FCB Belgium /SMM 547 


problem. And when you arrive, you'll find, 


your luggage is the first to be unloaded. 
That's Sabena savoir faire. 

Should you depart from or arrive at Brus- 
sels international airport, you'll be delighted 
by the friendly, hassle-free atmosphere. And, 
it's only minutes from the heart of Brussels. 

Whether you travel far or near, it's a real 
pleasure with Sabena Business Class. 


Your travel agent or Sabena office has all the 
details. 
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“American Express Bank has impeccable credentials for 


financial management. Credentials we are now bringing 


to a proud new venture, the Broadgate Fund. 


The Broadgate Fund is a Luxembourg- 
based investment fund comprised 
of seven individual Portfolios. 
— . Each has been assembled to 
-> provide a highly promising, 

low risk investment package. 

Collectively, they are designed 

to meet the needs of both 

long-term and short-term 
investors. 










Do you want the stability and 
- liquidity provided by US and Canadian 
~ Money Market Investments? Or do 
you need the advantages of Bonds denominated 
in European currencies, Yen and ECU? The Broadgate 
| m eU you to choose among these and other 
E , and to combine them as you see fit. 









“the size of the Broadgate Portfolios permits 
E -of holdings that is not possible in smaller, 
| individually managed accounts. This helps to ensure 
safety of principal. 








A minimum investment of US$10,000 is required to 
enter any of the seven Portfolios. Once you are vested, 
you may add to your investment in any increment you 





THE SEVEN PORTFOLIOS OF THE 
BROADGATE FUND 


"AEN i $ Money Market 
{= US $ and Canadian $ denominated Money Market 
Instruments: Time Deposits, Floating Rate Notes, 
Certificates of Deposit, and Acceptances issued by 
banks, governments and organisations which have 
sound credit ratings. 


2. Non-$ Money Market 
Investments similar to those found in Portfolio 1, but 
denominated in European currencies, Yen & ECU. 


= Us $ and Canadian $ eating’ Bonds having 
"Maturities up to 15 years and Money Market 

. Instruments issued by banks, governments and 
organisations which have sound credit ratings. 


am 14. Non-$ Bonds 
| Investments similar to those found in Portfolio 3 but 
denominated in European currencies, Yen & ECU. 


5. Global Equities 
Equity Shares, Warrants and Convertible Securities 
traded on major world markets. 















































choose, and according to any time schedule that s suits 
you. The choices are all yours. 


Should you invest in more than one Portfolio, yer. E: 
will appreciate the fact that free — 
exchanges between Portfolios are 
permitted once per quarter. You. | 
may also switch your investment 
from one Portfolio to. another . on 
at certain intervals. And. 
should you require sudden - 
cash, funds are available on 
short notice. e NE 


Most reassuring of. all, though p 
is the knowledge that your Port 
is entrusted to the unparalleled fi 
management expertise of the American Express 


Group. 


If the Broadgate Fund sounds like the investment 
you've been seeking, why not take a moment to find 
out more? Simply complete the form below and return 
it to American Express Bank. Or call us in Hong Kong 
at 5-8440505/510/522/621. 





American Express Bank 
21/F., Connaught Centre 
Hong Kong 


6. Global Bonds 
Investments in the instruments permitted in Portfolios 


3 and 4. 
7. Global Bonds and Equities 


Investments in the instruments permitted in Portfolios 
3, 4, 5, with at least 25% invested in equities and 29001 
in bonds. 


The latest prices are published daily iri the South China Morir m Hong Kone! Economic 
Journal and the Herald Tribune. You may buy and self units Gily: For subscription and 


redemption procedures, send for the prospectus. 
The investor is advised that the value of units and the i income don them may decise as 
well as increase. 
No subscription can be accepted on either rhe basis.of financial reports. or of the prospectus 

alone. Subscriptions are only valid if made on the basis of the current. prospectus dated 31st 
March 1986, accompanied by the most recent annual report and the most recent semi- 
annual report, published thereafter. 


[ TELL ME MORE LI 
i (© YES, lam interested in the Broadgate Fund. 


| Please send me more information and a prospectus. 


Name 
Address 
Tel. 


Complete this form and return it to: 
The Broadgate Fund 


American Express Bank 


L 21/F Connaught Centre 
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Ari accounting to the public 


e IT came as a surprise to learn on 3 
December that the Singapore Society of 
Accountants (SSA) has launched an in- 
vestigation into the possibility that audit 
failure played a part in the collapse of 
Pan-Electric Industries more than a 
year ago. Tan Koon Swan, Peter Tham 
and Tan Kok Liang were pursued with 
great efficiency by the authorities. The 
stock exchange's Augean stables have 
been cleansed. And only now does it ap- 
pear that there is concern that all may 
not be well with standards of accoun- 
tancy in Singapore. 

Keith Tay, the president of SSA, has 
said that the society “did proceed with 
its inquiry as soon as our Honourable 
Minister for Finance referred to the 
matter as an ‘inexplicable audit failure’ 
[24 March 1986]. But this was inevitably 
delayed because the authorities were 
still conducting their investigations. The 
society has now appointed two inves- 
tigating accountants to pursue the mat- 
ter and will take appropriate action as 
soon as the outcome is known.” 

Without wishing to gripe at the deci- 
sion to appoint an inquiry, it does seem 
strange that the investigation was not 
announced until now. Shroff would 
have thought that the intention of hold- 
ing an investigation should have been 
made public last December when the 
scandal came to light, even if the SSA’s 
examination had to wait until the Com- 
mercial Affairs sleuths at the Finance 
Ministry had finished their work. In- 
stead, it was only after Richard Hu, the 
finance minister, voiced his concern in 
parliament that the SSA is said to have 
responded. 

The fact that millions of dollars of 

forward share contracts apparently 
went unmentioned by Coopers & Ly- 
brand, Pan-El’s auditors, is indeed “in- 
explicable.” According to the prosecu- 
_tion during the trial in August of Tan 
Koon Swan for abetment of criminal 
breach of trust, Peter Tham, who was a 
director of Pan-El, used the group to 
buy $$59.5 million (US$27.1 million) in 
shares from Tan. This took place on 13 
November 1984 and is nowhere men- 
tioned in tffe accounts for that year. 
e WHETHER there was any wrongdo- 
ing or incompetence involved on the 
part of the auditors will be upto the SSA 
and the authorities to decide. The Pan- 
El affair, of course, also raises the wider 
question of the society's professional 
standards. These are set by the SSA it- 
self with reference to changes in the pro- 
fession elsewhere and the standards 
have no statutory backing. Any auditor 
who persistently fails to conform with 
the standards is referred to an inves- 
tigating committee for disciplining. 

Tay says the society intends to publi- 
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cise more widely the outcome of discip- 
linary proceedings. This may not be 
enough to satisfy everybody. The Law 
Society must now, by law, appoint out- 
siders to its disciplinary body, so why 
not accountants? Tay states that person- 
ally he is “not averse” to the idea. 

At present, few people are suggest- 
ing that auditing standards in Singapore 
are significantly lower than in, say, Bri- 
tain or the US. Levels of accounting 
skill must be high and be seen to be so if 
the city-state wants to remain an inter- 
national business centre. 

The SSA is, at the moment, consid- 
ering changes to its constitution and by- 
laws. These alterations must take notice 
of any lessons to be learned from the 
Pan-El investigation. The SSA should 
also take a closer look at the charges 
faced in Bandar Seri Begawan by one of 
their members, Scottish-trained An- 
drew Peattie, who is accused of falsify- 
ing the 1985 accounts of Khoo Teck 
Puat's National Bank of Brunei, which 
was seized by the authorities there last 
month. 

The offence is alleged to have taken 
place outside Singapore and it appears 
that Peattie only audited a couple of 
small Khoo-related firms in the city- 
state. But it is interesting to note that 
Peattie's Singapore offices adjoin those 
of Khoo, which leads Shroff to ponder 
when auditors are “external” and when 
they are not. The SSA might care to 
consider the rule adopted by the Insti- 
tute of Chartered Accountants of Eng- 
land and Wales which forbids a member 
from receiving more than 15% of its 
total annual fee income from a single 
client. 

Recommendations by the society for 
tighter safeguards against fraud are ex- 
pected to go far beyond such proposals. 
The SSA has suggested that the govern- 
ment amend the Companies Act to re- 
quire auditors to report to “a proper au- 
thority" any suspected fraud in a public 
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company. At the moment, this require- 
ment only applies to the accounts of fi- 
nancial institutions and, if adopted for 
other businesses, it is thought that 
Singapore would become the first coun- 
try in the world to have such sweeping 
legislation. The SSA also wants to make 
it more«gdifficult for corporate fraudsters 
to escape detection by requiring in law 
all public companies to set up an audit 
committee made up of at least two non- 
executive directors to oversee internal 
accounts. 

® ACCOUNTING standards are one 
thing, levels of public disclosure 
another. By the standards of the US and 
Britain, they are paltry in Singapore. 
Even Malaysian firms are now askéd to 
provide a bredkd®wn of turnover and 
profits by segment of business and by 
geographical spread. At the moment, 
the only incentive for firms to report 
more than the bare minimum is an an- 
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nual prize-giving ceremony for the best | 


and most informative annual report, 
hardly a big carrot if rivals do not cough 
up an equal amount of information. 

The government has rightly re- 
frained, for once, from adding yet more 
regulations in an already rule-burdened 
society. Ultimately, it is investors who 
will have to demand more information 
from companies and that, in turn, is 
likely to depend on more institutions in- 
vesting in the stockmarket. To begin 
with, some sort of competition, or other 
form of public recognition, for the 
broker with the best corporate research 
team would help improve the quality of 
business information. 
€ ONE company the analysts could 
take a closer look at is the government- 
owned Resources Development Corp. 
(RDC), the first company to seek a list- 
ing on the stock exchange since the 
somewhat leaky flotation of Singapore 
Airlines in December last year. The of- 
fering of 17.5 million shares at S$2.30 
each will lower the state's equity from 
100% to 30% of the enlarged capital. 
RDC, a supplier of construction materi- 
als, expects a sharp drop in profits this 
year because of the slump in the indus- 
try. But the net price-earnings ratio is 
still only 10.4:1, about a third of the 
blue-chip average. 

The dividend yield also looks attrac- 
tive, but this has never been a significant 
consideration for the local punter. It is 
to be earnestly hoped that a successful 
flotation will encourage other firms, 
state-owned or otherwise, to take the 
plunge before the new unlisted securi- 
ties market, SESDAQ, steals the 
limelight early next year. With only 122 
Singapore firms listed on the main 
board, there are still a lot of hungry in- 
vestors. 
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By Robert Cottrell in Singapore 
T. Sri Khoo Teck Puat is generally 
E reckoned to be one of the richest 
-men in the Far East. But because he is 
: primarily a trader of assets, and because 
much of his business is done ghrough 
nominees or in non-disclosure juris- 
dictions, it is impossible for an out- 
¿sider to gauge exactly how much he is 
- worth. 

.. The last time Khoo himself put a fig- 
ure on his net assets was in 1976, in an 
nterview given to mark his 60th birth- 
ay. He- said then that he was worth 
it S$400 . milion (US$182.5 mil- 
Js and controlled gross assets worth 
3 lion.* 




















“The inost passive of investors could 
ve more than doubled that capital 
'er the past 10 years, simply by putting 
to blue-chip shares or US bonds. In 
ctice, Khoo has made his money 
ard; so that — if he has been as 
: as his visible track. record 
ould suggest — he could well be worth 
€ or four times that amount now. At 
st as much, in other words, as the 
B513 billion (US$593. 1 million) which 
the Brunei Government says his family 
nas borrowed from the National Bank 
of Brunei (NBB). This equation simply 
lances the bank debt against Khoo's 
esumed net worth: in practice, the 
oo family's gross assets should be 
















































lip Bowring in Hongkong 


he Hongkong Government has 
M ordered an inquiry into the affairs of 
séan Resources (AR), a quoted com- 
any with extensive business dealings in 
he past with Ka Wah Bank. Ka Wah 
be rescued earlier this year by the 
kong Government and China In- 
tional Trust and Investment Corp. 
rs said the bank's books had not 
‘properly kept and were of the 
|. that a “major portion" of its 
billion (US$512.8 million) loan 
olio would not be recoverable. The 
quiry under Section 142 of the Com- 
nies Act, followsa request by two AR 

eholders (both nominee companies 
ah), Security Nominees and Ka 
Wah Nominees. 
< Control of AR was acquired last year 
yy a group headed by Datuk Yap Sing 
Hock, Chua Yong Lim and Leong Tuck 
Onn. They are being sued by Ka Wah 
Bank for recovery of foans of PESU 








Vealth beyond measure 


Khoo’ s Asian holdings seem financially solid 





considerably greater, not least to reflect 
whatever investments the NBB and any 
other bank borrowings have been used 
tofinance. = © 

But if Kkoo could indeed comforta- 


bly afford to refinance the NBB debt, it 


is hard to see why he should have al- 
lowed events to reach the point on 19 
November at which the Brunei Govern- 
ment seizec NBB, and charged, his 
eldest son Khoo Ban. Hock, the 
NBB chairman, with five: counts. of 
fraud. 

A study cf Khoo's private companies 
in Singapore shows no obvious financial 
black holes, at least on the basis of bal- 
ance-sheets now up to 12 months old. 
On the contrary, the accounts as stated 
show previously unpublicised net assets 
of at least $$200 million attributable to 
Khoo. The private group's main bank- 
ing relationship is with American Ex- 


press. Anotaer common feature of the 


private group's accounts is large coun- 
terbalancing fixed deposits and bank 
overdrafts. Since most of the companies 
trade in investments, the deposits may 
represent dealing funds left idle on bal- 
ance-sheet day — and presumably some 
of these casa items represent positions 
with NBB, :hough only one small pri- 
vate company actually lists NBB as its 
main banker. 


rching for answers 


: » Hongkong Government orders an inquiry into Asean Resources 


million made to finance their purchase 
of 145 millien AR shares in mid-1985. 
The acquisition of control was from in- 
terests headed by Tan Eng: Sing, a 
Singaporear business associate of the 
former controlling shareholders in 
Ka Wah — previous managing direc- 
tor Low Chung Song and his two bro- 
thers. 

There were various shared interests 
between Tan and the Lows, including 
stakes in Great Pacific Finance, a Singa- 
pore finance co mpany run by Tan in 
which Ka Wah ha % stake. Great 
Pacific was taken over by the Develop- 
ment Bank of Singapore earlier this 
year. AR ako still has a 42% stake in 
Ocean Fromt of Singapore, a Low- 
linked developer. 

AR had originally been acquired by 
Tan interests in 1977. At that time its 


principal asset was the building which is 
now Ka Wzh's headquarters. Various | 
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. and Khoo Sick Lay) and Ace Nominees - 


(shareholders — Neo Deng Men, finan- - 
cial controller of several other family 
companies, and Chiew Sung Ching, 
now among the NBB officers charged in. 
Brunei). Ace Nominees owns Industrial 
Syndicate, an investment holding com- 
pany with published shareholders’ 

funds of S$37.4 million at 31 March 
1986: but the company was, according 
to an accounting footnote, carrying 
listed investments with a market value 
of S$48.4 million at a book cost of S$4.8 
million. Industrial Syndicate also car- 
ried two large financing positions on its 
balance-sheet — a fixed deposit of $$79 


million and a bank overdraft of S$65 


million. It listed. its principal oe as 
Amex. Il om 






mex, toget Yer "with. pom 

Bank of Singapore (DBS), are listed 
as principal bankers to People's Realty 
Co., owned 5196 by Khoo Teck Puat, 
and the balance by Securities Nominees 
and two other Khoo-related companies, 
Claymore, and Epic Holdings. People's 
Realty reported equity of $$43.7 million 
at 31 December 1985; it was also carry- 
ing a fixed deposit of S$49 million, anda 
bank overdraft of $$30 million. 

Claymore is owned by Khoo Teck 

Puat directly, and names as its bankers - 
Amex, DBS and Banque Nationale de ^ 
Paris. Like most of the Khoo. oa 
panies, it describes its business as “i 
vestment holding.” It reported equity: af 
31 December 1985 of $$31.7 million, 


assets were injected into AR during 
1980-81, most of which were properties 
previously owned by private companies 
related to AR shareholders. . 

AR had attributable losses in 1985 of 
HK$192 million which re: luced share- 
holders’ funds to HK$187 milli 
HK cents a share. The 1985 accounts 
were qualified by the auditors who 
noted a lack of documentation. relating : 
to large loans and investments. — 

They also noted that a HK$75 mil- 
lion bank guarantee in favour of AR in 
respect of completion of a property 







development in which AR had invested 
had not been executed by the previous 
management. | The guarantee, now ex- 





pired, is understood to have been given 
by Ka Wah. The development, which 
pposed to be completed in 1983, 

had been sold to AR i in 1981 by Ober- 
ton, a private company controlled by 
Consolidated Nominees and linked to 
Wong Ka Ning, then secretary of Ka 
Wah Bank. 

Coincidentally, on the same day as 
the AR investigation was ordered, the 





Low brothers issued a writ for alleged 






libel against the REVIEW in re 
articles i in its sue of 23 Octobe 









cost of S$6.7 million. Its balance- 
sheet showed a fixed deposit of S$47 
million, and a bank loan of S$38 million. 
Claymore named as its ap 
People’s Realty (75.2%); Epic Hold- 
ings (100%), and Sovereign Properties 
(66. 6%), but said that it had not con- 
solidated their accounts with its 
own. 

In fact, the shareholders' register of 
Epic Holdings (shareholders' funds S$1 
million) shows it to be owned directly by 
Khoo Teck Puat — though its accounts 
do indeed declare it to be a subsidiary of 
Claymore; the People's Realty share re- 
gister shows Claymore to own just 40% 
of its shares, not 75.2%. Sovereign 
Properties’ share register shows no sign 
of Claymore at all, but names Ace 
Nominees as holding 33% of its shares, 
and Industrial Syndicate the balance 
(though it is not named as a subsidi- 
ary in Industrial Syndicate’ s own ac- 
counts). 
|, A mex features once again | as main 
banker to Sovereign Properties, 
alongside Industrial and Commercial 
Bank of Singapore (ICB). Sovereign's 
1985 year-end balance-sheet shows a 
fixed deposit of S$8.7 million, a bank 
overdraft of S$4.9 million, sharehold- 
ers’ funds of S$3. 6 million, and no other 









9 ond, sn r cluster ‘of Khoo- 
waca NA companies is associated 
with the publicly listed Central Proper- 
ties (boo Book shareholders’ funds of $$67 
million at 31 December 1985, but with 
‘shares, worth S$ pt million. carried at 





45%). 
-A wholly owned: node of Cen- 
tral diode Century Holdings, h has a 





ingi [ments - 
alue of S$54 5 million ata 


“half-interest in Sterling Properties, 


which is also 50%-owned by Securities 
Nominees. Sterling names NBB among 
its main bankers, alongside Amex and 
ICB, but it had no on-balance-sheet 
borrowings at 31 December 1985, and 
just 5$4.9 million of equity. Sterling 
shares with Securities Nominees and 
Century Holdings ownership of Dollar 
Holdings, which has shareholders' 
funds of S$15 million. 


he Brunei Government has so far 

initiated no known legal action to re- 
cover NBB loans from Khoo's Singa- 
pore companies. It has, however, 
served writs on five companies in 
Brunei and three in Hongkong. 

Letters of demand from the Brunei 


Finance Ministry were sent on 1 De- : 


cember to the companies seeking re- 
payment within a week of more than 


B$818 million owed to NBB. When. 


the money was not forthcoming, writs 
were served on the companies Leo In- 
vestment Corp. (which is listed in re- 
cent company records as NBB's second- 


largest shareholder); Consolidated 
Holdings; Connaught Holdings; Or- | 
chard oldings, and Mandarin Enter- 


prises in Brunei. 


The Hongkong companies cited in 


: the NBB writs are Whitehot Enter- 


rises; Luxor Hotel, and National 
oldings. National Holdings' public re- 
cords link it to Khoo only in that one of 
its directors is Neo Deng Men, share- 
holder in Khoo's Singapore- -based Ace 
Nominees. | 
Whitehot and Luxor are both con- 
trolled by a company called Prudent 
Nominees; Prudent's shareholders are 
another nominee vehicle, Apco, and 
Drumay Investments. The shareholders 
of both Apco and Drumay are Mary 
Wellington and Andrew Peattie — the 
latter being the NBB auditor now facing 
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» Philip Bowring writes: Problems wit 
the Brunei authorities are Khoo’s third 
public clash with officialdom in the past 
26 years. The first was in Singapore 
back in 1959. Khoo was a key figure in 
much-publicised inquiry into alle 
tions of political corruption in the C 
Council which pitted the rising People’s 
Action Party (P PAP) against some 
trenched figures. One of these was tl 
then chief administrative officer of th 
Singapgre City Council, P. C. Marcus 
Among other things, Marcus' cri 
headed by Lee Kuan Yew, accused hin 
of engaging in politics. while a civil sei 
vant, including using his office to con 
spire with opponents of the PAP and 
the PAP mayor, Ong Eng Guan, 
particular. 

Also called into question was Mar 
cus' relationship with Khoo. At.tha 
time, Khoo was chairman of the Ce it 
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- general manager of the branch netwo 
of the Oversea-Chinese Banking ! C 
(OCBC). | 

In elections in May that year, 
the inquiry was in progress, the P 
came to power with a big majority i 
parliament. Lee defeated the populis 

ut erratic Ong by one vote in the PAP 
central committee to become: prime 
minister. After the election the inquiry. 
was never resumed, but the City Coun- 
cil was abolished, Khoo left both OCB 
and the CPF. He went to Malaysia and 
with backing from some rich Chines 
businessmen and well-connecte: 
.Malays, set up Malayan Banking ii 
1960. He stayed until 1967 when ouste: 
by Bank Negara following a run o 
Malayan Banking the previous year. 
The authorities implied that too much 
of the bank's funds had been loaned te 
Khoo-related pompanen 
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HONGKONG: The market hiccuped on profit- 
taking and news of the Hongkong governor's sud- 
den death. but managed to regain some lost 
ground on the last trading day, trimming losses for 
the period. The Hang Seng Index shaved off 21 
points to close the period at 2,431.29 on average 
daily. turnover of 277.62 million shares, worth 
HK$1.09 billion (US$140.2 million). Brokers are 
ptimistic about. à pre-Christmas surge with the 
| arket still TOME xd on fundamentals. 

















































LA assisted by individuals pins to ride the 

| i pushed the market forward every 
ing week except for 6 Dec. The Nik- 
tock Average jumped to 18,710.68 points on 
sand daily trading averaged 883.16 million 
res. Tokyo Electric Power (increasingly re- 
ded as a main market indicator) led the rally, 
owed closely by regional electric-power com- 
ties and gas. companies. Issues across the board 
ose, though profit-taking hit certain bank, real 
ate and Tailway i issues. 






THA JA: A furious Ranae for media 
cs followin; Rupert Murdoch's A$1.8 billion 
$ S$1. .2 billior nj bid for Australia's second largest 
nedia group, the Herald and Weekly Times, on 3 
Dec. fuelled otherwise languishing sharemarkets 
nd pushed them to new heights. A 22% gain in 
media index over the week helped boost the 
-Ordinaries Index by 42.4 points to close at a 
ord of 1,427.9. Murdoch's takeover prompted 
ate of rumours of bids for other media groups. 
nwhile, the All-Industrials Index hit a new 
peak of 2,289.2, uP 90.4 points over the period. 


NEW ZEALAND: Worries about forthcoming eco- 
nomic data continued to concern the market early 
on, with investors appearing determined to find 
yme negative features to offset the bullishness of 
scent weeks, This had an impact on interest rates 
nd the currency as well. In.the event, the news 
as no worse than earlier expectations and prices 
oon steadied. Most stocks registered only smail 
t losses for the period. Volume for the period 
taled 56.07 million shares, worth NZ$138.62 
ilon ATUM million). - | 





PORE: Stocks gained ground in light and 
ture less trading. Sentiment was boosted by the 
wing view that the Brunei Government's sei- 
ire of National Bank of Brunei on 19 Nov. is un- 
kely to have a sharp impact on Singapore busi- 
sss, The offer of 17.5 millionshares in the state- 
wned Resources Development Corp., the first 
otation since December 1985, also encouraged 
estors. Fraser's Index rose 137.61 points to 
445.11 on turnover of 15.53 million shares a day 
{ rth S$38. 34 million (US$17. 5 million). 


E: LUMPUR:- | l'rading got off to a good start, 
h tin companies especially in demand after re- 
ises in the price of the inet on world mar- 
Buyers lost confidence later on, however, 
nd situation stocks suffered heavy falls. More 
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g news from the bdo cs sector, in- 


MALAYSIA led gainers with a hefty 9.5% rise in value in the — to 8 Dec., 
cheered by recent rises in the price of tin on world markets. Profit- uL however, 
slashed gains in Hongkong, South Korea and New Zealand. 


clucing Datuk Alex Lee's problems with his bank- 


ers in Singapore, kept sentiment bearish. until. 


after the weekend. Overall, volume was low with 
an everage of 6.6 million shares traded daily, val- 


ued at M$9.1 million (US$3.5 million). Fraser’s - 


Indastrial Index closed 249.26 points up at 
2,875.03. 


TAIPEI: The market was finally pulled out atis 


nearly period-long pre-election holding pattern by 
the news on 8 Dec. that the threat of a US Section 
301 anfair-trading practices action against Taiwan 


had been lifted with:an agreement between the || 


two countries on imports of US beer, wine and 


cigarettes into Taiwan. The weighted price index: | 
climbed 23.16 points over the holiday-shortened | 
period. Transactions: were down slightly at 


NT$2.54 billion (US$70.2 million) a day. 


BOMBAY: Sentiments in all major stockmarkets 
in India were bearish and selling continued un- 
abated even at low prices, compelling the Bombay 


Stock Exchange to introduce minimum floor prices | 
for 63 specified stocks and to restrict daily trading © 
to one hour. Still, blue chips, such as Reliance and 


Orkay, were selling at below floor prices on spot 
delivery basis. On the last trading day, however, 
public institutions intervened to sta ilise prices 


and the BSE Index rose slightly to close at 4 7. 31. E. |e 
SEOUL: Profit-taking brought the eomiposite l 


index down. 4.42 points to 270.73. Politics also 
exercised a downward pull on prices. Volume rose 
by 2 22 million to 28.96 million shares traded on a 


daily average, with turnover up Won 5.54 billion . l 


(US36.4 million) to Won 39.26 billion. Among 
sectors, finance fared the best, rising 1.1%, while 


wood and machinery trailed, slipping 9. 1%, and- | 


8.4% respectively. The best performer was a new 


issue, Coryo Securities, which guns 36.7% | over | 


the period. 


MANILA: Trading slowed down substantially. as | 


favourite commercial-industrial issues resisted 
new price peaks: Average turnover came. to 
P83 04 million (US34.1 million) a day, down 
26.7 % from the previous period's record high, on 
volume of 394.98 million shares a day, down 
24.4%. Major losers included Globe-Mackay, 
which fell 20.8% and Philippine Long Distance 


Telephone, which fell 15.8%. The commercial-in- ||; 
dust-ial index declined 68.56 points to close at | | 


498.92. The mining and oil indicators, however, 


went up respectively by 68.59 points to 2 ,248. 07 "t | 


and 0.081 to 1.987. 


BANGKOK: Trading at the Securities Exchange: 
.of Taailand remained bullish. Banking counters 


led the upward trend. Advances predominated, 
with 48 gaining stocks. Losers numbered seven 
while 41 issues remained unchanged. The. Book 
Clut Index picked up-5.74 points to close the 
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period at 175.70. Volume totalled 5.76 million Wk E 
shares, worth Baht 1.04 billion (US$39.8 million). || 


Asia Fibre was the best performer in the period 


while losers included Bata, Union Plastic and Sune! : 
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HOW TO GET A 
| SECOND PASSPORT 
Original Bestseller 9 11 countries 
alysed @ A travel document you can 
for US$ @ One passport that 
tiets you live and work in-/2 different 
'ouniries ...... and much more! 
: FREE details: WMA: 45 Lyndhurst 
- Terrace, Suite 574; Hong Pid 




























dn its 24th year the CHINA TRADE REPORT which iS 
ily by the Far Eastern Economic Review has long 
y leading business executives throughout the 
authoritative newsletter ef its kind. 








ar pem subjects which. range from loreign investment. to 
. fashion, electronics, telecommunication, engineering, contract 
“ne gotiati 5 and to literally dozens of others the CHINA TRADE 

POF sential reading for anyone dong. of wisning to do, 









You pénis could get the same e information on v your own but in 
order to locate what is contained in each and every 16 toolscap 
page issue of CHINA TRADE REPORT you'd have to read 
B hundreds of publications, not to mention have your own network 
“of i the important 2 zones in en NA 







this cc coupon today! | 


Circulation ace 7 
Far Eastern Economic Review, Ltd., 
. G. P. O. Box160, Hong Kong. 


cM Please enter my one year subscription (12 issues) for the CHINA - 
TRADE REPORT. | enclose a cheque/money order of: : 
made out to the Far Eastern Economie R Review. Or, please charge 





oe id credit gar d (tick one): 
E American Express [1 “Diners Club = 
MasterCard C] Visa 


. (Please print in block letters) 





< o Signature: 








- Name: 
Address: 








m “ annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere | in the world. 
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. &D Dalgety Developments 


A DIVISION OF DALGETY AUSTRALIA OPERATIONS LIMITED 











_A Division of the 
‘Dalgety Group. | 
Established in © 
Australia for over - 


140 years. 


Developers of Retail, Industrial and Commercial 
Property in Australia’s major cities. . 


We seek Joint Venture Partners and Investors for. 


property development projects from $A3 million to 


$A100 million. 


As members of the large, diversified Dalgety 
international group, we have developed a wide 


range of property projects. 


Australian property, with its high. growth prospects, 


is extremely good buying by interni 








The Australian government has rec tly relaxed. 
regulations covering property development and 
investment, opening the market to olf shore i 


companies and individuals. - 


"Ken Rowley, Dalgety Develo; 
38 Bridge treet, Syaiiey. 
Tel: (02) 2382750. 


NATIONAL UNIVERSITY OF SINGAPORE 
RESEARCH SCHO w. RSHIPS 


"Research Scho larships are available to outstanding university 
- graduates registered for, or admissable to, master's and doctor's 
degree programmes by research at the National University of - 


Singapore. 


two years. 


provided. 


accommodation. 


The Registrar 
NATIONAL 
UNIVERSITY 

OF SINGAPORE 


Singapore 0511 
Republic of Singapore 





plénse contact us in Confidence far more information 
regarding investment in Australia. ~~ 


ments, 


ex: 720288. Fax: (02) 238 2058. 
Or Write: G.P.O. Box 261, Sydney. 2001 -— 


! The Scholarships are tenable for one year in the first instance and, - 
“subject to satisfactory progress, roniewnti e annually for another — 


The value of each Scholarship ranges from S$80010S$1100per 
. month (US$1.00 = $$2.19 approximately) and is not subject to 

[-. income tax, the actual quantum is determined on the candidates — | 
» qualifications and experience. No travel or other allowance is 


Research Scholars may be asked to assist in the work of the 
Departments to which they are attached for not more than three 
hours a week. They will be remunerated forthe workdone, . 
The University will heip Research Scholars find. aco cUm 


Application forms may be obtained from: 


NUS Overseas Office 
5 Chesham Street 
London SWI  — 
United Kingdom 


Kent R Crescem The Director 
bs - National University of Singapore 


North America Office 


780 Third Avenue, Suite 2403 


New York, NY 10017 


United States of America 

in your request for application forms, please state — 

a) the field of research you intend to undertake; and 
b) your highest educational qualification. . 

, Applications must be received by THE REGISTRAR, 

NATIONAL UNIVERSITY OF SIS GIAFORE kd 28 Feb us m 
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H ippiedom is alive and well and liv- 
S Wing, nothriving, in Koh Samui. Like 
dinosaurs from a prehistoric era, disen- 
-chanted Berliners, Parisians, Romans 
-and Stockholmers troupe en masse for 
-this coconut-blanketed paradise in the 
Gulf of Thailand, their modest posses- 
sions (batik shirt, beads, headband 
and calico floursack trousers) slung 
Ps the ubiquitous macrame shoulder 
: bag. 
.. Leaving behind the shaver, the scis- 
sors, even the soap, these latter-day 
“flower children” carve idyllic stop- 
vers amid the palms, the beaches and 
the abounding marijuana on their way 
to another Shangri-La and who knows 
~... maybe a job and, ultimately the mid- 
dle class? | 
. Some, a Lacoste T-shirt their only 
cknowledgment to thé 80s, are opting 
out in the fashion popularised by their 
der cousins from 1960s Middle 
America. Tw 
The cycle may ‘well have 
1ed a complete circle; if father 
was a hippie, he is now an invest- 
nt banker; if mother once 
itched the Asian trail, she now 
flies Air France first class. The 
imagery and sibling rebellion are 
timeless if not in the same num- 
bers nor with the vitriole of the 
post- Kennedy 60s. mE 
To visit Koh Samui today is 
enter a time warp to a period 
not so long ago when Vietnam 
was exploding on the talking 
box in the corner of our liv- 
ing.rooms; when John, Paul, 
-George and Ringo discovered 
their own guru in. their Straw- 
berry Fields and when the age 
-of aquarius had dawned in sub- 
urbs throughout the Western 
world. | 
. Koh Samui could be the last 
tropical paradise in the world 
untouched by the developer's 
hammer and nails — and therein 
ies the dilemma of its modern-day 
flower-generation population. 
-< The jet-set has discovered the de- 
lights of Koh Samui. For them to holi- 
ay in the manner to which they are ac- 
med, however, could threaten the 
-and-ready' character of the is- 
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and. 
peal. 
. A new airport — the island's first — 
s scheduled for completion in March 
ind has sparked something of a boom in 
Koh Samui's cottage real-estate indus- 


T : 

- :Many of the island's 5,000-odd Chao 

Samui (local Thais) have become over- 

nght millionaires, their smartest and 

only investment decision — the inheri- 

ance of beachfront land. — made for 
m by family lore. In comparison, 





copra, the island's traditional staple, 
seems like hard work. 

Travellers formerly could make the 
long trek by. overnight train from 
Bangkok to Surat Thani, a long hitch or 
bus ride, then another night on the six- 
hour ferry to Samui’s main port, Na 
Thawn. Once the airport is operational, 
the smart set will be able to fly direct 
from Bangkok, if not a charter flight 
from Paris, “rankfurt or Tokyo. 

The islend’s tropical tranquillity 
today resonates with the buzz of chain | 
saws and development. Prices, though 
still relative y cheap in resort-rates jar- 
gon, have skyrocketed by Samui stand- 
ards. Everywhere ferangs (foreigners) 
and Chao Samui are smitten by the smell 
of the tourist dollar, reminding one of 
the Balinese in the 1970s. 

All over the island progress moves at 


a feverish pace. Although hardly as os- 


Koh Samui 





REVIEWMAP by Andy Tang 
tentatious as the Hongkong Chinese, 
the suddenly flush Chao Samui some- 
times flaunt their new money; a Mer- 
cedes here, a BMW there, a fleet of 
Hondas for the kids and while we're at 
it, why not a fleet to hire as well? 


To many it would then lose its ap- I) E hippies are dis- 


gusted by this “commercialisation” 
prompting many to seek sanctuary on 
neighbouring Koh Pha-Ngan, “to es- 
cape the rat-race” of Koh Samui as one 
disgruntled Berliner put it. 

Not that Pho-Ngan may be an escape 
-for long. Apart from the dozen or so 
bungalow operations, sizeable tracts of 
the island have reportedly been ac- 
quired by < Thai-French consortium 
and tucked away in a rainy-day land- 
bank for when the hedonists tire of the 


: ferang developer put 
3 t 


| cannot bankroll the T 








 fleshier attractions of Phuket and Pat- 
taya. 


Koh Samui boasts some 100-odd - 


bungalow compounds each compris- 
ing at least 15 bungalows. At least 30 
more developments are under construc- 
tion. 

Lodgings which last year let for Baht 
20-30 (US$0.76-1.15) a night are now 
Baht 150-200, clean sheets not necessar- 
ily assured. Add an airconditioner, dou- 
ble the price. Put in a swimming pool 
and you have resort accommodation at 


Baht 1,500 a night. Koh Samui, wel- 


come to inflation! 
Marketing of Koh Samui is more in- 
tensive on Continental Europe than in 


_the US or developed Australasia. The 


French Accor chain offers “exotic holi- 
days” combining its Pansea Samui re- 
sort with Pansea Phuket, Bali and a 
junk tour through the Gulf of Thailand. 
Accor has the largest (and most expen- 
sive) development on Koh Samui in 
conjunction with a Thai company. 
According to Swiss-born Thomas 


. Andereggen, who co-manages the al- 


most luxurious. White House resort on 


. Chaweng Beach, Thai law deems that 
any foreign development must be in a 


joint venture with a Thai, preferably 
with some Chao Samui equity, holding 
atleast 51% in the venture. 

This has not deterred the growing 


number of smaller ferang bungalow 


owners, many of whom have married 
Thai girls and farmed out the control- 
ling interest to their wife. Another 
school of thought, as one enterprising 
it, says "there is 
e foreign partner 
| hai partner." 

This new-found opportunism has its 
societal drawbacks. Crime, until re- 
cently, was almost non-existent on Koh 
Samui. The expanding tourist police 
force report more and more cases of 
petty theft and pilfering, occasionally 
stumbling on a semi-sophisticated mari- 
juana smuggling ring. The miscreants 
aren't necessarily Thais. 

Despite the shock-horror scenario 
painted by some Samui hippies, the 
modern age is still the proverbial million 
miles away. Some bungalows take 
American Express, even fewer have 
telephones that work while none have 
hot water. | 

On palm-fringed Koh Samui, where 
the temperature rarely drops below 
25°C, all any self-respecting hippy needs 
is some waterproof matches and a good 
supply of long cigarette papers. The rest 
comes naturally. — | —Eric Ellis 
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"SHARP FOR SURE. 








“The right copier—and the right employee— 
for every job. That's Sharp business.” 






“The right size copier can help increase 
the size of my business.” 





~ 7 


The Sharp business tactics of selecting a copier. 


Creative Business Tools 
for Higher Productivity 
With impressively fast copying 
speeds and a variety of 
creative copying functions, 
Sharp copiers are highly- 
productive tools that can help 
vou to produce more effective 
and persuasive documents. 


SF-9500 
High Quality Copying. 

* 50 copies per minute copying speed 
e Standardsemi-automatic document 
feeder * ''Automagnification'' 

zoom copying from 64—141% 
of original size. 






















The Right Features for 
Any Business or 
Personal Need. 

No matter what size your 
business, Sharp has an 

| economical copier with the 
right features for your 
particular needs, 
like the energy- 
efficient SF-7100 
my and Z-50 copiers 
which provide an impressive 
array of practical and easy- 
to-use functions for smaller 
businesses, large departments 
and individual users. 


SF-8600 SF-7100 

Automated Practical Functions in 

apana for Fewer a Compact Copier. 
stakes. 


* Automatic Exposure Control 

* Two-sided copying * Simplified 

book copying * Power Save key 
* Simple operation 


* Automatic zoom ratio/ 
copy paper selection * 33 
copies per minute copying speed 
* Dual-page copying. 


_. 2-50 
SF-8100 Automatic Compact 
Sophisticated Functions, Copying. 
Simple Operation. e Automatic Exposure Control « Easy 


maintenance by users * Two-way 
paper feed system * Quick cartridge- 
exchange system 


* 20 copies per minute copying 
speed * "Automagnification ' 
zoom copying * Dual-page 














copying. *Photo includes optional devices. 
* 
SHARP CORPORATION, JAPAN 

€ TAIWAN: AURORA CORPORATION © MALAYSIA: SHARP-ROXY SALES& SERVICE € SRI LANKA: BROWN & COMPANY LIMITED [oit 15 D Mi Rer d P TRI 
Aih F No 148 Sung Cmang Rd Tape: Taiwan COMPANY (M) SON BHD t ur. P O Box 200 481! Darley Road Colombo 10 Sn Lanka i Please rush more answers about Sharp S | 
Te! (0215639971 10 ios Lot !6 Jalan 223 Section 14 46100 Petaling Jaya Tel 8171 iB lines i à - i i 

jE Saeco Selangor. Malaysia Tei 7571477 18 lines i JSF-9500[ JSF-8600| JSF-8100 H 
@ THAILAND: THE BANGKOK TRADING CO. LTD Branches © BANGLADESH: UNIVERSAL BUSINESS MACHINE LIMITED i * x - 
995-999 Charoen Krung Road Pitsien Bnage Bangkok 5 Penang 409 Jalan Burmah 10350 Penang el 22660 Ai-Ha, Mansion(3rd Floor) 82 Motuheel Commercial Area i ISF-7100{ 72-50 i 
Tnadand Te! 234-5093 Ipoh 64-64A Jalan Tun Abdul Razak 3010 Ipoh Dacca-2. BANGLADESH ! Name: ==, : 
€ THE PHILIPPINES: DATACOM SYSTEMS CORPORATION Tei 546984 Phones. 257123; 997124. 237124. & 237126 i Company: i 
No 65 Buendia Avenue Makati Metro Manila The Philippines Malacca 387 & 387A. Taman Prnggit Jaya 75400 Telex 64-2498 UBM BJ e ——————— = nedum i 
Tel 815-24-73 815-24-74 815-24-11 815-18-73 Malacca Tel 229219 Cable Saroja. Dacca ! Title: ! 
€* HONG KONG: ROXY ELECTRIC CO LTD Jonore 5487 Jalan Sutera Satu TamantSentosa € PAKISTAN: BUSINESS INTERNATIONAL - . T i 
Room 1701-1710 Admiralty Centre Tower ! 18 Harcourt Road Bahru 80150. Johore Bahru Tel 336353 Nelson Chambers P O Box 6811! Chundngar Road i Address: e 5 
Hong Kong Tel 5-8229311/16 lines) Kuantan  B-2008. Jalan Arr Putih 25300. Suantan Karachi-Pakistan Tel 214922 213548 t Tel. No.: r 
€ SINGAPORE: SHARP -ROXY SALES (SINGAPORE) PTE LTD Tei 52043! - «Please contact your local Sharp distributor for 2 " 5 3:20 
100G Pasi Panjang Road SINGAPORE 0511 Te! 4731911 Kuching Lot 7008. Jalan Peng ng 93450 Kuch ng further information kEl----- =-=.. ——— 


P Q Box 2390, 93748 Kuching, Tel 82 488281 
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Creative Alternatives in a Changing World 

Wako Securities can help you reach your financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 
underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors throughout Asia and the Pacific to maximize . 
their investment performance while managing risk. 

Wako’s long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 


Wako Securities — meeting the challenges of global financial management. > 


‘QO wako 


SECURITIES CO., LTD. 


International Headquarters: 6-1, Koamicho, Nihonbashi, Chuo-ku, Tokyo 103, Japan 
Tel: (03) 667-8111 Telex: J24819, J28484, J28841, J23885 
Wako International (Hong Kong) Limited: 27-D, United Centre, 95 Queensway, Hong Kong 
Tel: (5) 283-986 —91 T3lex: HK83677, 60244 
Overseas Network: Bahrain, Paris, Sydney, London, Geneva, New York, Los Angeles 
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All over the world airlines are better off as a result delivers more power, more payload, more profit. 
lying Shorts. 


SHORT BROTHERS PLC,PO Box 241, Airport Road, 
shorts 360 Advanced has the latest design of Belfast BT3 9DZ, Northern Ireland. 

-bladed propellors driven by the new, Shorts. Partners in progress with the 
standingly fuel-efficient PT6A - 65AR turbines. A 


: irli f the world. 
bak-even load factor as low as 37% coupled with airlines o 


9% despatch reliability, makes it the most profitable i j 
ional airliner in service today. 
rom Thailand to Illinois the 360 Advanced f 1 





“What would it be like to drink Rémy Martin XO everyday ?” 
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7 FINECHAMPAGNE ¥ 
COGNAC 


E REMY MARTINE 
Wo NS 


IHE XO COGNAC by REMY MARTIN 


Exclusively Fine.Champagne Cognac 


Remy Martin XO is a superior XO ccgnac as it is made exclusively from grapes grown in 
Cognac's two best regions, la Grande and la Petite Charipagne. By official decree, only such a cognac is entitled to be name 
“Appellation Contralee Fine Champagne Cognac’: 
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New PC Convertible IBM JX 
The one for the road. Our most affordable 
No-compromise computer personal computer. Load 
performance anywhere. with advanced technolog 
eCompact and lightweight e| ses 3.5-inch diskette 
for use at your desk technology for greater inf. 
or on the road mation storage and better 
e High-contrast pop-up protection against fingerpr 
LCD display, removable and scrate des "s 
if vou want to plug e Bright colour screen for cr 
in a colour monitor presentation graphics 
eTwo 3.5" diskette drives. e Optional expansion unit c 
Each stores twice as much house 10 Megabyte hard d 
as larger disks. or 5-1/4” diskette drive. 
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How your 


IBM Authorised Hider 
supports 


a family of five. 





IBM Personal Computer 
The original. Flexible, 


powerful and proven reliable. 


¢ldeal first computer to help 
with mailings, estimates, 
ledgers and much more 

* Easy expansion lets you add 
more memory and features as 
you need them 

e Vast library of compatible 
software applications. 


New Personal Computer XT 


The office standard. 


Now better than ever. 


e New 20 Megabyte hard disk 
stores twice as much informa- 
tion as before — up to 10,000 
pages of double-spaced text 

* Convenient new keyboard for 
faster and more convenient 
data entry 

eU p to 640K of memory with- 


New Personal Computer AT 


Faster and more powerful. 
For people who need 
information in a hurry. 


Greater processing speed, 
33% faster than before 

*30 Megabyte hard disk for 
Sreater storage 

* New keyboard layout both 
typists and managers will 
appreciate. 


out expansion boards. 
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Your IBM Authorised Dealer would like you business needs and recommend the 
_to-meet the family. The IBM family of combination of hardware and software that’s 

personal computers. Five PCs that work inde- right for you. Right from the start. 

pendently or as a team to make your business 


run more smoothly. Whether you’re just starting out, or looking 


to expand your current system, see your 


Our dealers support the PC family with IBM Authorised Dealer. | a 


| information, service and advice. Before and —— 
after the sale. They can analyse your And welcome to the family. zez——-— 


Little Tramp character licensed by Bubbles Inc., sa. IBM is a registered trademark of the International Business Machines Corporation. 
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Expulsion powers 

Tan Wah Piow [LETTERS, 4 Dec. ], said: 
“Parliamentary democracy has to func- 
tion on the assumption that most MPs 
who managed to win the trust of the 
people must be persons of a certain 
moral calibre,” and that people must as- 
sume “most MPs” must have “moral 
calibre.” 

Surely, parliament must assume that 
all MPs have it. And when a member 
persistently abuses 
privilege he must be disciplined. The 
British parliament has the power to 
expel an errant member. Now, the 
Singapore parliament also has it. 

Tan served a one-year jail sentence 
after being convicted for rioting under 
Section 147 of the Penal Code. In 1975, 
after he had served his term, he was call- 
ed up to serve his national service. He 
disappeared suddenly, leaving Singa- 
pore without a valid passport. 

Tan's view that parliament in Singa- 
pore should not have powers of expul- 
sion is interesting. Singaporeans will 
take his views more seriously if he ex- 
pounds them in Singapore instead of 
from his Oxford address. Of course he 
needs to explain his sudden disappear- 
ance 10 years ago. Doris Lai 
Singapore Ministry of Law 


Shock in Nepal 


A copy of.an article on Nepal A dose of 
future shock [13 Nov.], smuggled by a 
friend, has just reached me. This article 
must have come as a shock to the people 


in power, jubilantly celebrating the 25th. 
anniversary of the Partyless panchayat | 


: stem. It is no shock to us, however, 
e silent majority, who have suffered 
o much and for too long. | 
I should like to congratulate you and 
your correspondent in Nepal for bring- 
ing to light what has always been a well- 


concealed "true fact" about Nepal: itis | 


poor and daily becoming poorer under 


the Panchayat Raj. 
Kathmandu Kalyan Bhakta | 
Konkuk in context 


As a college student deeply concerned 
about the. deteriorating campus unrest 


in my country, [read John McBeth’s re- | 


ports on the recent student violence at 


Konkuk University [13 Nov.], the worst | 


of its kind in student demonstrations 
in recent years, with mixed feel- 
ings. 

Although 1 agree with McBeth for 
most of his article, I feel he has yet to give 
REVIEW readers a sense of the correct 


onstrations today and the generat pub- 
lic's reaction. 

It should be. made: clear from the 
start that your headline relating to the 


parliamentary | 


- their overt sympath 
| line of Pyongyang. - 


dent radicals clash with riot pol 
more or less misleading becau 
its implication that all the 
dents involved are pro-comi 
without re prion, which is defi te 
wrong.” a 
Ina testimony before the natioi 
sembly during the interpellating : 
Vice-Home Minister Lee Sang-h 
the gowernment believed the 
rioters at the Konkuk incident. 
doubt pro-communist revolutio 
ments," but not all the stude ts 
volved: were such. fest 
He added that only 29 of th 
students arrested would be ch 
with violations of the Nation: 
Law (NSL). Here in South 
saa ess charges und : 
NSL if you were co 
munism. us 
As graphically evidenced in the Ko 
kuk violence, the hard-core dis: 
students these days are often s 
ing the militant road, apparen 
trated about their rapidly. dwind 
support base on campus, where : 


used to throw up the numbers for a te 


ing show of force and solidarity. The 
resort to violence, however, has posi 
tively made a dent in their self-p 
ported image of "democracy fighte 
increasingly isolating them from o 


moderate students whoin turn 


to keep these radicals at a distance : 
cause of their extremism backed by vi 
lence. => 

Although this handful of stu 
radicals are minuscule in number, c 
pared with the great majority of mod 
ate students, and certainly dwarfe 
the whole college populace of 800.0 


| across the country, they are e 


rock the campus boat, posing a gr 


| threat to campus government as w 


the stability of society. Regret 
hardly does a day pass peacefully 
Seoul; you have to expect one or t 


newspaper reports of student dei 
| trations when you thumb an influen 


national daily newspaper like Do 
libo. And one thing in particular send 
wave of shock and horror to the gene 
public, that is, these hard-core radi 


di ue and printed o deoue, 


pad theme ‘of North ‘Koren p 
aganda such as “Till the day co 
when the whole nation, azaleas 
head, merrily dances haebangchum 
eration dance] in unison, from Mt Ha 
to Mt Paekdu" — let alone “Pull 


| the US forces from South Korea! 
realities of South Korean student dem- : 


which certainly exacerbates gov 
ment patience and tolerance bec: 





These slogans with 


















ot short shrift from the general public 
ormerly gave their blessing to their 
se when it was committed to demo- 
cratic reform. | : 

The South Korean. grassroots as a 
whole are sick and tired of the campus 
disturbances. often shown on TV during 
prime time with close-ups of the violent 
side of student demonstrations such 
as rock-hurling and flaming Motolov 
cocktails, and thus are becomiag more 
and more responsive to the govern- 
ments tough measures against such 

















radicals. . l 
. At any rate, the government's 
oÓngest-ever crackdown on the Left- 
student radicals in the Konkuk 
nad drawn.a favourable reac- 
most of the concerned people 
igh it appears to have 

apc opposition point of 






In a strongly worded statement is- 
d by the main opposition New Korea 
emocratic Party (NKDP), the NKDP 
makers, who had initiated a fact- 
ing probe into the Konkuk incident, 
used the government of “fabricating 
ommunist charges against the stu- 
se chief claims centred on 
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Actatorship ^ and  anti-foreign 
t." statement said, however, 


"The: 
e NKDP could not accept the stu- 
ents’ pro-North Korean terms like 
Vonssu lenemy]," which it admitted 
ere. unacceptable anathemas to our so- 
ertainly, it is not in the interests of 
government, nor the students, after 
; that this business of clash after clash 
tween the two should continue. It is 
very Pyongyang regime which bene- 
most from such confrontation and 
esultant social instability which the 
mmunist North will never fail to use 
| Springboard for its revolutionary 
ds. What the South Korean middle 
formerly sympathetic to the stu- 
nt movement, desire at present is, I 
spect, stability first, and then demo- 
tic reform or any other demand 
ril $s on the part of the students or 








tiling perception among 
scious middle class may 
uciatingly painful to the dissi- 
dents, but it is time they took 
. harsh realities as they are and 
ded taking the brunt of government 
ppression. Violence, extremism and 
ro-communism certainly have no place 

south Korea. a 




















chael Goldberg’s analysis of the 
blems facing China's would-be eco- 
omic reformers [THE 5TH COLUMN, 6 
], correctly identifies several prob- 
s, but. unaccountably attributes. 





the burden of Marxist ideology. 


ing t 


Rather than attack the Chinese 


Communist Party's paralysing fear that 
a devolutior of economic decision-mak- 
ing and managerial authority would 
lead to demands for political liberalisa- 
tion, Goldberg relies on tired historical 
and cultural clichés to explain the offi- 


cial reluctarce to allow even the mini- | 


mal delegation of power to lower 
levels. | 

There is a superficial resemblance 
between the imperial mandarinate 
and the party hierarchy, but to draw 
a historica connection between a 
totalitarian government's unwilling- 
ness to. rel nquish control over part 
of the econcmy and the essentially self- 
regulating agrarian system of ancient 
China is a feat not of scholarship but of 
magic. 

In fact, the maintenance of the impe- 
rial system was heavily dependent on 


the loyalty end competence of provin- | 


cial and local officials who were the 
managers of their day. Furthermore, 
the ideological basis of imperial govern- 


ment was ruie through example — not | 


central planning. Real central control 
is a very recent development in Chiria, 


made possib:e only by modern technol- | 


ogy. Interference in the day-to-day 
management of the economy is a depar- 
ture from (not a manifestation of) the 


Chinese trad:tion. Until the Chinese au- | 


thorities real se that true prosperity and 
economic efficiency are not compatible 
with the so-called democratic cen- 
tralism of the Marxist state, no real pro- 
gress is possible. 

To seek excuses in the past allows the 


party to escape responsibility for the op- | 
pression and poverty of China, diverts | 


attention from the real source of the 
problem, and is a disservice to the 
Chinese people. 
Laredo, Texas 


Roots of the $ 

One of my ccuntrymen from San Fran- 
cisco, who apparently signs himself 
‘Americanus’ [LETTERS, 27 Nov.], as- 
serts his belief that the original symbol 


"$" unambiguously means American 
dollars, and shat the “US” in front is 


Stephen D. Dunn 


therefore redandant. 


‘Americanus’ is wrong, though I my- 
self remember hearing his definition 
when I was a child, that the “dollar 
sign,” as it is sometimes called, results 
from superimposing a “U” and an “S” 
upon each other, with the bottom loop 
removed. | | 

Webster's New International Diction- 
ary (2nd edition, 1935), isone of a series 
of American (not British, mind. you) 


dictionaries originally -prepared by 


Noah Webster (1758-1843), the great 


American lex cographer. This diction- 
ary defines the "dollar sign” on page 


























cluding: E qM 
“2. English e the peso or 


























Spanish piece 


reales), largely int 


| N. American Colonies a 

| their revolt 1581." 

the 1581 date.) | p 

|. The World Book Encyclopedia, : 
| American encyclopedia publishe 
| primarily for students, also defines the 
| 

| 

| 

Í 













the British 
t the time of 
(I do not understand | 




















symbol, *$," on page 245 of the D vol- 
ume, 1967: "TE 
"The origin of the dollar sign is not. 
certain. Several theories explain it, the 
main one being that the S in the sign is a 
broken 8. That figure was on the old 
Spanish pieces of eight, meaning 8 reals. 
| The two bars appeared as the Pillars of- 
| Hercules on pieces of eight minted in | 


Mexico City as early as 1732." =o 00 
I am sure my countryman, ‘Ameri- - 
canus,' was well intentioned, but I wish 
he had checked his facts before let- 
| ne his ethnocentrism get the better of 
im. DN 
Los Angeles David K. Eiteman 
| 'Americanus' typifies the uninformed 
chauvinism so evident in his/her country | 
these days. Contrary to ‘Americanus’. | 
assertion that the dollar s 
| 


| ign, $, isao 
superimposed “US,” the symbol is ms 






likely derived from the draped colur 
of the Spanish 8 reales coin, also known |. 
as a piece of eight or Spanish milled dol- | 
lar. | x 

The Spanish dollar was 
minted in the New World: was t 
principal coin in the American colonies | 
for several decades before the first US | 
national coins were minted in 4792. 
$ sign denotes the currency in rfiore } 
20 countries in the world, including 
eral Latin American countries 





































i P e i but letters. in- 
tended for publi nd qug 
must bear th 
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h gns that the Deng Xiaoping re- 
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; Page “o 
: pias Ded the Philippine 














- | aie E pode time to regroup 
a plan future strategy. 


Signs. of improving | Peking: Moscow 
and Hanoi relations may signal move- 
; e Cambodia problem. And 


Page 1! 15 | 

, Cambodia's Heng Samrin regime re- 
shuffles its cabinet to spread the 
Mpndaad among more ministers. 








Lover a legal barrier. 


Page 20 

japore Prime Minister Lee wakes 
dmission — that for once 
now. of a major decision 


apanese industry is groaning under the weight of a high- 
lue yen which is making exports uncompetitive. Al- 
igh a few companies which had the foresight to move 
f their production overseas were cushioned against - 
| yen’s rapid strengthening, for most pressure is now 
* starting to take large bites out of profits. Nearly all are hav- 
ing to revamp domestic-oriented strategy to remain com- . 
P petitive abroad. However, the surge in the yen's strength 
vis-à-vis the dollar is not seen as totally negative by all 
Japanese companies. The REviEw's Tokyo bureau chief 
Charles m reports on Japanese ae plans to 


| The EEC warns Asean 


| IP 
VÈ by the United Malays Na- 
¿Organisation into Sabah might- 


ngilani riran mme BAA ATA Re m rm rrr i iie HEAR IE 


25 December 1986 


ene at arae id a aaa aana ad 
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Page 29 

An army crackdown against the traf- 
ficking of drugs and arms in Karachi 
leads to ethnic clashes which leave 
at least 150 people dead and several 
hundred wounded. 


Pages 32-34 
France belatedly moves to. woo 
Pacific states antagonised by two dec- 


rebuff at the UN over its New 


Caledonia policy. 
Page 46 


Malaysian-born Australian entre- 
preneur Lee Ming Tee ruffles a few reg- 


ulatory feathers with his latest deal- 


ings: he plans to move control of- 


Hongkong-listed Sunshine Pacific 
from Australia to New Zealand. 


Page 48 

Japanese investors heave a collective 
sigh of relief as London’s perpetual 
FRN market regains balance. 


Page 50 

to insti- 
tute voluntary restraint in exports to 
Europe or face formal restrictions. 
Meanwhile, a new approach to per- 
suade Japan to open its markets is 
adopted. 


age 51 

Australian Treasurer Paul Keating 
brings cheer to investors with con- 
cessions on dividend income. 


Page 52 

Pakistan's central bank calls on the 
government to consider tax increas- 
es to maintain growth and invest- 


" 
E 
m 


' Page 69 

Government. pressure on 
-bourses is showing up in planned 
legislation designed to tighten con- 


| trolof the market. 





. Cambodia: Communist LE a 


ades of nuclear testing and suffers a | 
B os tisa org» wait itor democracy in Pakistan. 2 
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China: The poster protesters ien 
Silence ef despair — — — — — 
Philippines: Rejoice . . andro - 
Anisiand without joy - 
No more secrets ..... 













Proposals to the prince .... 
. Re-allocation of power. 
Malaysia: A hitch inthe hitch-up — 
Thailand: City on the mend . 
Who me, prime minister? EP 
Singapore: The buck stops there - TISSUE 
Pakistan: Frontier on a knife-edgg 
Bombs in a shoe-poftftre «t l 
Camagein Karachi iaeei E 
Facific: Belated pn battle for islanders’ hearts 82 
Stalemate nasi in New Caledonia. ee 




























































Benefits of the bomb 





ARTS & SOCIETY. 


‘Personalities; Td ater shoesinmy cupboard 
: than skeletons’ 











| ‘Companies: gappe ongko m 
Strategy and the law. d M dM 











Mor fundraisers in i 









Labour: Work to new rules in China ID DENTS 
Economic relations: Ticked offatthe NICS | 
Some gentle rsuasion — ———— cem 
Taxation: Revising revisions in Sy ist m 
Policies: Settling into the job in Islamabad . 
Ready for another go in Manila . E. 
Cover story: The yen strikes home in Tokyo. a 
interview/Takashi Ishihara: The way ffe ue -8 
_ Kobe Steel pins its hopes on diversification — — f 
Minebea reaps rewards of forward planning — — 
TDK accelerates its overseas diversification M 











Matsushita seeks yen relief offshore... 

Bridgestone goes for value-added sales beu 

.. US bonanza for Shuwa 

Markets: Killing the golden goose in india 
Separation payments | in Singapor 
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re 'spublic housing 
rfound dead 
Singapore' s minister of deve- 
lopment in charge of the pub- 
 lic-housing programme, Teh 
: Cheang Wan, died on 14 De- 
cember at the age of 50. A gov- 
< ernment press statement issued 
. later in the day said that Teh's 
| physician was called to the 
minister's house by his daugh- 
tei and was told Teh. was found 





















ady was. ent Aree an autopsy, 

dul iin of 17 De- 
d not 
€ nni p Official 

tement said Teh had been 
eated for high blood pressure 
or 10 years. — Nigel Holloway 


Thai parliament boosts 
army's secret fund _ 
Despite sharp criticism by indi- 
vidual MPs, Thailand’s House 
Representatives on 11 De- 
cember Baht a controver- 
si Baht. T million 





























Liberation Tigers of Tamil 
the most powerful 
Lanka's Tamil 
paratis fought a bloody 
th rival group, the 

1 People's Revolutionary 
al ont, in the north- 
and eastern provinces from 
December. Conflicting 
Orts put the number of 

ties at 55-75. | 

— Manik de Silva 


esia socks 12-year 


idonesian -state pro- 
itor has asked fora 12-year 
son sentence against a Mus- 
extremist on a variety of 
ges including his rejection 
the Pancasila doctrine and 
constitution. He told the 
Jakarta District Court 
t Syarifin Maloko, 32, insti- 
ated crowds in the September 

84 diea d at Tanjung Priok, 

which 30 people were offi- 
lly listed as killed by govern- 
ment troops. 





















on demand followed. 12 not 
1s so far this year 
ave resulted in at least 





~The 8 December prosecu- 





| | six other prominent Muslim 


figures, including a former 
cabinet minister, receiving 
prison terms rangirg from 
eight to 20 years. 


— Shim vae Hoon 
Malaysian Government 
names unofficial critics 
In a rare, if not unprecedented 
move, Malaysian Federal Ter- 


ritory Minister Abu Hassan: 


Omar has named five non-gov- 
ernmental organisaticns and 
two political parties as “thorns 
in the flesh" to the country. 
The 14 December move came 
four days after Prime Minister 
Datuk Seri Mahathir 
Mohamad advocated -hat or- 
ganisations aspiring tc power 
and influence should openly re- 
gister themselves instead of 
masquerading as voluntary or- 
ganisations. 

That statement drew swift 
responses from Aliran, a 


Penang-based social-awareness 


group, and the Bar Council, 
two of the organisation: subse- 
quently named by Abu Hassan. 
Both emphasised that politics 
was of concern to all, not just 
politicians. | — Suhaini Aznam 


Boycott threat for Taiwan 
Control Yuan election 
Taiwan’s ruling Kuomintang 
(KMT) on 11 Decemter un- 
veiled its list of candidztes for 
elections to the watch-dog 
Control Yuan, to be held on 10 
January, while the opposition 
Democratic Progressive Party 
declared a boycott of the 
vote to protest what ‘t call- 
ed unfair rules and rampant 
vote-buying by candidates. 

The KMT put up 15 candi- 
dates for the 22 seats to be con- 
tested in the body, which has 
the power to impeach or cen- 
sure officials. Control Yuan 
members are elected by the 212 
members of the Provinc:al As- 


.sembly. and Taipei anc Kao- 
' hsiung city councils. 


— Carl Goldstein 


“BUSINESS 


More restructuring in 

Pao’s World International 
In a HK$450 million (US$57.7 
million) cash deal, Hongkong 
magnate Sir Yue- -kong Pao's 
principal company World In- 
ternational (Holdings) will buy 
the trading, services and man- 
ufacturing interests currently 
held by World's 40.196-owned 
subsidiary Wharf (Holdings), 
including trading . house 
Cornes, the Marco Polo Hotel 
management group plus com- 
puter and semi-conductor in- 
terests. Wharf will realise a 
book profit of. around HK$100 


million on the deal. Analysts - 


expect further moves shortly as 
Pao seeks to manoeuvre the 
group's cash resources into a 
position where they can be 
more readily utilised, suggest- 


ing that Pao may soon be hit- | 


ting the acquisition trail. 
— Anthony Rowley 


Restructuring plan 

set for Japan Line 

The Industrial Bank of Japan 
agreed to a financial recon- 
struction programme for Japan 
Line involvin 

X 110 billion i 
worth of debt. The plan also 
calls for Japan Line to transfer 
10 ships to a specially created 
subsidiary which will take over 
servicing of bank loans related 
to the ships. The plan will re- 
duce the oustanding debts of 
the Japan Line group to ¥40- 
50 billion, enabling the group 
to realise a profit during fiscal. 


1987. Japan Line's eens oy 


lated losses currently total ¥70. 
billion. 


US, Taiwan settle 

trade dispute 

The US and Taiwan settled on 
8 December the contentious 
issue.of opening Taiwan’s mar- 
ket toimports of US cigarettes, 
beer and wine after more than 
a year of negotiations. Taiwan 


the freezing of. | 
US$676 million) | 


i | nessman Khoo Teck uat and 
| 14 of his Singapo as 































.| money to a company 
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— Charles Smith ES 









_ pleading guilty to co 


| board. 


tion to buy a further: p 







guarantors of loans. 
Khoo's National 

Brunei (NBB), seized by 
Brunei on 19 November 
(REVIEW, 4 Dec.). One of the 
15 writs alleges that Khoo was 
the guarantor of two. loans 
worth B$350 million (US$160- 
million) and B$45 million from 
NBB to Brunei- registered Den 
Investment Cor ). 3 | 










Malaysian toon Mohammad 
Abdullah Ang has been sen- 
tenced to eight sin jail and 
fined M$100,000 (US$38,580) 


by the High. fter 










criminal -breach o : 
April 1985 while he was me i 
aging director of the now de- 
funct Malaysia Overseas In- 
vestment Corp. (MOICY: Ang 
had been accused of ch ! ^ 
ling M$338,808 of MOI s 









MOIC had no interest and. 
without the approval of his 
— Nick Seaward 


News Corp. totake - 
control of SCMP | 

Rupert Murdoch’s News Corp. 
is set to acquire control of the 
South China Morning Post 
(SCMP) by agreeing to buy 
Dow Jones’ 19% stake to:-add 
to its existing 34.9% holding. 
In a related deal, it has been ag- 
reed in principle by Dow Jones . 
and News Corp. that the 5195. 
stake SCMP holds in the _ 


REVIEW S MB a be sold i to Dow i 





Street Journal By bu buying Do 
Jones’ SCMP shares, at a price 
believed | to^. be HK$73 
(US$9. 40) a share, News Corp. 

will not have to exercise args. 






yielded to US demands for a -SCN 
lower tax on imports that || 


would allow the US goods a. "Co :hiso 
E poa in order to take ( 


price more competitive with 


domestic: products, as well as 


for more latitude in advertis- 

ing. The US agreed to drop its 

unfair trading practices action 

initiated on 27 October. | 
_ --Cari Goldstein 

Brunei files suits — 

against Khoo firms 


The Brunei Government has |. 
sued Singapore-based  busi- 





able: at between HK37: 


whether the VEA Ba k 
| which had said it | 
















SCMP. The option wa: 





share by 19 December. Ne 
Corp. issnow due to make ‘ 
general offer to SCMP share-™ 
holders. It remains to be seen | 



















NUCLEAR FALLOUT 
- The US failure so far to sign the 
© protocols of the South Pacific 

` Nuclear Free Zone” 'reaty has 





irritated Australia which helped ensure: 


. they were framed so as not to infringe 
on Washington's nuclear ships 
licy. The treaty, devised by the 










gr ! effect in early December, 
~ leaves individual states to set their 
-own policy on nuclear ship visits. The 
protocols bind signatories from the 
"use, testing or storage of nuclear 
» weapons in the region. So far the 
< Soviet Union has signed, China has 
1dicated that it will do so and France 
.— the treaty's prime target — that it 
. Will not. The US and Britain have 
_ Said they are studying it carefully. 
Y E ei which led a 














E : ied changes to 
l ‘make the protocols more acceptable 
to Washington, is icis atthe US 
Ieluctance t to sign. : 


FISHING FOR 3 CRETS - 

'cision to take 

u ar offer from 

the Soviet Union for fishing access 

+ has heightened an Australian 

= dilemma about whether to station 

sH telligence officers | such small 
hi : 













| The Soviet 
| À not only tuna 
x hist but access to Port Vila 
eling, supplies and 







: Hun Sen was stripped of his foreign af- 
the defence and planning 
Iso. relieved of their posts, it 





CHINA 
Posters soe. at Peking University 
urging students to take to the streets in a 
ggle for democracy following. student 
nonstrations in two provincial capitals (72 
Z$ch Foreign Minister Bohuslav 


















1 in Peking (/4 Dec.). Responding. to 
k m 000 student demonstrators, 


wer to nominate stu- 
id e Provincial People's 
Press, it was reported (I5. Dee.). An- 
fier poster advocating a struggle for demo- 
Ase was pasted up at rene University (46 
"Dec 


e the first. country to 
new Britis | 








th Pacific Forum and - 





pek met his Chinese counterpart Wu: 


maintenance — its first ground 
presence in the region. So far, 
Canberra has held that ordinary 
diplomats could watch any likely 
security matters in the South Pacific, 
while professional intelligence agents 
could themselves be too obvious and 
destabilising. 


— CASUALTIES? 


Communist Party 
“Congress opened 
in Hanoi on 15 
December three 
politburo 
members missing 
from the 
presidium were 
Defence Minister 
Van Tien Dung, 
head of the 
political deparei ofthe army Gen. 
Chu Huy Man and Vice-Premier To 
Huu. Their absence could mean their 
imminent departure from the 
politburo. While all three have 
been criticised for their 
incompetence, the defence minister’s 
wife has been widely criticised for her 


allegedly illicit commercial deals. Mrs 


Dung was said to be “more corrupt 
than Madame Thieu,” wife of the 
former president of South Vietnam. 


TANK PLAN DROPPED. 

The Thai army has quietly decided to 
drop a long-deliberated plan to 
refurbish more than 200 US-vintage 


Whenthe Vietnam 


.main array of battle tanks - 


related motives rather than being a 
purely militar | 


M41 tanks owing to the high cos 
involved and questionable p 
contribution to its continuing 
modernisation scheme. The 
cancellation — coupled with | 
üncertainty over whether more of th 
newer M48A5 tanks should be add 
to the existing inventory — — has 
fuelled speculation t 
aile ag that will be pro 
to fulfil a reported plan to mo 
infantry divisions into me 
units. A combination of 1 
and M48A5s now comprises 























mobilised along th the Thai-Cam vodi 
border. SE 
















for Singapore officials on 
equipment optionsforeight  . 
cDonnell Douglas F/A 18 mu 
role aircraft as possible alternati 
the eight General Dynamics Fit 
fighters already ordered, is seen as. 
having political and technology- ; 


| requirement. 
Depending on the level of electronic 
Washington might release, the cost c 
the F/A 18s would be. roughly: y 
that of the F16s, and Sifiespore ou 
also be liable to a cancellation ee on 
the F16s. Against that, the F/A 18 | 
offers a higher grade of technolo 

and has two engines, which some fe 
makes it more eee Fa in in island 
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director of information services, is to replace 
Alan Scott when he leaves his post as deputy 
chief secretary to become governor of the 
Cayman Islands, it was reported (73 Dec. ). 


INDIA . 
Curfews were in force in southern India 
and police were under orders to shoot rioters 
on sight after at least 17 people were killed in 
violence sparked by religious and linguistic 


disputes (17 Dec. ). 
PAKISTAN | 


At least 54 prope were killed and 300 in- 
jured in ethnic violence in Karachi between 
the Pathans and Mahajirs (74 Dec.). The 
deatli toll in the violence reached at least 100 
with 480 wounded, it was reported (/5 Dec.). 
The death toll in the clashes rose to at least 


457 (16 Dec.). - 


PAPUA NEW GUINEA 


Sir: Julius Chan stepped down as finance 


minister in the first major reshuffle by Prime 
: Minister Paias ines 12 Dec.). 


The 60-day. ‘ceaselire between govern- 


| ment. troops. and « communist t guerillas went 


SINGAPORE - 


death toll from the clashes rose to 50, it Y 


people in the Gulf of Thailand, it was repor 


| dads us Dec.). 
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Rafael Tieto accused communist ‘rebel ' 
violating the ceasefire by bringing arm: 
town near a US military base w 
(12 Dec.). Former rebel priest 
weg met President Aquino for talks or 
ture of his north Luzon stronghold 6 Dec. 


“Minister for National Development | 
Cheang Wan died at the age of 58 us Dec. 2 


SRI LANKA 


Atleast 25 Tamil separatist guerilias w e 
killed in fierce fighting between two 
rebel groups, it was reported (14 Dec. 


reported (/5 Dec.). 


THAILAND 

A Thai court handed down the icu se 
tence for one of six pirates convicted in tw 
separate cases of attacking Vietnamese bo: 


ed d3 Dec. ) 


The Vietnam. n Communist Patty [e ng 









By Louise do Rosario 


S tudent demonstrations in provincial 
Sw capitals have raised potentially un- 
settling demands for more demfcracy at 
a time when various factions in the com- 
munist party are jockeying for position 
. in preparation for the 13th party con- 
. gress scheduled for next October. 
. , On9 December, 3,000 students from 
Several universities in Hefei, Anhui pro- 
vince, reportedly marched on govern- 
nent offices protesting against dis- 
(Éocedures in the selec- 
"Wald to the Provin- 
ial People's Congress (PPC), chant- 
ng the slogan "No democracy, no mod- 
ernisation." This march followed a 
'smaller demonstration of 1,000 students 
on 5 December at the China Science and 
.. Technology University (CSTU) also in 
Anhui. 
A similar march took place on the 9 
December in Wuhan, reportedly after 
lorities tore down a poster written 











































t declaring himself a candidate for 
e Hubei PPC. A much smaller dem- 
onstration in Shenzhen, involving sev- 
hundred students, asking the gov- 
ernment to introduce measures to con- 
trol the conduct of officials and regulate 
the academic qualifications of univer- 
sity staff, was reported on 16 De- 
cember, 

.. The marches took place without inci- 
nt, and city officials reportedly stated 
hat they welcomed the demonstra- 
ons. In Anhui, university authorities 

ve apparently yielded to the students’ 
emands. The Anhui PPC election 
eduled for 8 December was post- 
oned to later this month, and the uni- 
rsity will allow students to nominate 
ndidates, according to agency reports 








niversities in Peking have reacted 
uldly so far. Only two posters respond- 
g to the demonstrations were put up at 
ite Peking University, the historic 
fountain-head of the student move- 
ment, but these were quickly torn 
“down, though one bii sen; later. 
-One of the posters described the Hefei 
and Wuhan demonstrations as a “major 
expression of the people's desire for 
democracy," but no demonstrations oc- 
curred and the campus remained calm. 

: The fact that the Hefei and Wuhan 






















andidate-selection procedures and 
took place on the same day, and hints 
-that authorities were well prepared for 
the marches, suggests that they may 
have been coordinated from above. An 










y a Wuhan University graduate stu-. 


iting Fang Lizhi, CSTU vice-president. | 


demonstrations’ both addressed PPC | 





‘Students demonstrate in support of more demo c ra cy ! E 


The poster protesters 


article appeared in the People’s Daily 
praising universal suffrage, democracy 
and freedcm only a few days after the 9 
December demonstrations. An accom- 
panying commentary described these 
concepts as reflecting human needs and 
said they should not be considered 
bourgeois. | 

In addition to indicating a degree of 
official aprroval of the student demons- 
trations, tbe article may also have been 
a reply to Feng Zhen, head of the stand- 
ing committee of the National People's 
Congress (NPC), who praised "socialist 
democracy" as "superior to bourgeois 
democracy” in a speech on 25 Novem- 
ber. Peng criticised proponents of radi- 
cal democratisation, saying that some 
people "now yearn for bourgeois demo- 
cracy as if tae moonlight of capitalist so- 
ciety were brighter than our [socialist] 
sun" (REVIEW, 11 Dec.). 

Some analysts have suggested that 
the marches might have been encour- 


aged by the reformist leadership to - 


demonstrate mass demands for democ- 
ratisation in order to rally support for a 
more thoroughgoing programme of po- 
litical reform, similar to Chinese leader 
Deng Xizoping’s behind-the-scenes 
support for the "Democracy Wall" 
movement ‘or a time in 1978-80. 

On the other hand, analysts have 
also examir ed the possibility that anti- 
reformists might also be playing a role in 
supporting zhe demonstrations in an at- 
tempt to embarrass the leadership and 
illustrate the threat that liberalisation 
may lead :o escalating political de- 
mands. There was a clear anti-reformist 
slant to the September 1985 student 
demonstrations which criticised China's 
rapidly expanding economic relation- 
ship with Japan, in particular the large 
















bilateral trade deficit, which by exten- 
sion was an implicit attack on the po- 
licy of opening to the outside world. 
However, there has been.no anti-re- 
formist content to any of the posters 
or slogans used in the recent demonstra- 
tions. | 

The timing of the main demonstra- 
tions in Hefei and Wuhan on 9 De- 
cember is significant, commemorating 
the student demonstrations. in Peking 
on that date in 1935, calling for coopera- 
tion between the Kuomintang and the 
Chinese Communist Party against .'- 
panese aggression. 

Major student demonstrations were 
expected on 9 December last year after 
large-scale protests in September 1985 
against what was termed a “Japanese. 
economic invasion of China,” but uni- 
versity and party authorities worked 
quickly to dampen student unrest, and 
some leaders of the 18 September dem- 
onstrations were reportedly arrested 
and expelled from their universities. 


| contrast to the distinctly nation- 
alistic and anti-Japanese tone of 
the 1985 demonstrations, the recent 
marches in Hefei and Wuhan addressed 
the more complicated and sensitive 
issue of political reforms, now formally 
put on the party's modernisation 
agenda. The students' demands are fo- 
cused on Western-style democracy, 
specifically the right to representation 
in provincial people's assemblies. — 
“We don't need fake democracy,” 
one poster in Peking read, “We d 
want to be the rubber stamp of the p 


ple at the top . . . our objective is to awa- 


ken the masses’ consciousness . . . letus. 
act together and support the constitu- 
tion and elections. China is now like a 
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pile of tinder but it lacks the spark. 
Stand up comrades, let us be the 
spark.” 

Students note how academics — 
many of whom are the youngsters’ men- 
tors — have been enjoying more free- 
dom in discussing politics since the new 
official “double-hundred movement” 
(“Let a hundred flowers bloom and a 
hundred schools of thought contend”) 
began nine months ago. Fang and CSTU 
professor Wen Yuankai are both known 
for their progressive views. Fang has 
written critical articles challenging 
Friedrich Engels’ theories, and Wen be- 
came China’s youngest professor seven 
years ago at the age of 33. 

Discussion of political reform by na- 
tional party and government leaders has 
so far been largely limited to such issues 
as streamlining the bureaucracy, 
mechanisms to monitor the perform- 
ance of party and government officials, 
and separation of government from 
-arty functions. A study of political re- 

orms by a special working group 
neaded by Premier Zhao Ziyang is now 
under way, but it may be a year before 
even a draft proposal is ready, the Peo- 
ple's Daily said on 8 December. Politi- 
cal reforms “cannot be completed 
within . . . three to five years,” the arti- 
cle said, adding that it will be necessary 
“to explore carefully and to watch our 
steps as we move along.” 

But some  progressive-minded 
academics and writers, making full use 
of a relatively more liberal climate since 
April, have gone much further, Conser- 
vative leaders have apparently objected 
to some of the more daring suggestions 
(including the establishment of a bicam- 
eral parliamentary system) and have in- 
structed the media to report less on the 
more “wayward” views, a veteran 
Chinese journalist said. 

Although the NPC has been a rub- 
ber-stamp parliament in the past, what 
appears to be genuine debate has taken 

lace in recent sessions of the NPC 

anding committee, most notably re- 
garding the proposed bankruptcy law 
and a special currency for the special 
economic zones. 

PPC elections are scheduled to pro- 
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ceed next year in preparation for the 
next full-scale NPC election in 1988. 
Electoral legislation adopted in 1979 
and revised earlier this month provides 
that any Chinese citizen over 18 is eligi- 
ble to vote and that a group of 10 or 
more voters can recommend a candidate 
to the local congress. But in practice, 
most candidates have been selected by 
the authorities and there have been sev- 
eral occasions when university students 
who presented themselves as candidates 
were rejected. 

The lack of coverage of the student 
demonstrations in the Chinese press 
suggests that, rather than directing the 
actions from above, the authorities may 
be attempting to exert influence and 
control over genuinely spontaneous ex- 
pression of student concerns, as they 
successfully did last year after the Sep- 
tember demonstrations. 

According to this line of analysis, the 
demonstrations may represent a variety 
of different interests and objectives, 
which have come together now that dis- 
cussion of political reform has been offi- 
cially sanctioned. The student demons- 
trations in 1985 were also shielded by 
their association with an officially en- 
dorsed propaganda campaign, which 
commemorated China's 1945 victory 
over Japan. 

The provincial Anhui Daily has so 
far failed to report one word about what 
is clearly an extremely significant local 
event with national ramifications. In 
what may be an indirect comment on 12 
December, however, the newspaper 
printed an article titled “Democracy is 
developed gradually," which criticised 
“capitalist democracy" as superficial 
and limited and defended "socialist 
democracy" as genuine and for people 
of all ranks. 

On 14 December, a week after the 
marches, the People's Daily reminded 
its readers that student movements in 
the past were successful because they 
were organised by the party. The 
lengthy article was signed by five top 
leaders, including Vice-Premier Yao 
Yilin, all of whom had participated in 
the original 9 December movement in 
1935. R| 
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PHILIPPINES 


Rejoice... 
and regroup 


Both army and Left seek 
gains from ceasefire 


By Rodney Tasker in Manila 


Fo *the. overwhelmingly Christian 
Filipino people, the current cease- 
fire promises to allow them to enjoy 
their first bloodless Christmas for many 
a year. For the leftist forces, the govern- 
ment and the military, it is proving a 
time to try to gain political ground and 
plan for what most observers feel will in- 
evitably be a return to fighting as usual. 


The Left's ame aisi 
the moment t re went into ef- 
fect at noon on 10 December. 
Thousands of unarmed communist re- 
bels and their supporters paraded 
through towns in many parts of the 
Philippines, notably in two insurgency 
hotspots on the central Philippines' is- 
land of Negros and in northern Min- 
danao, in the south. 

The following day, about 70 New 
People's Army (NPA) fighters — this 
time  brandishing their automatic 
weapons — strutted through the town of 
Samal, just northwest of Manila, to 
greet the Left's ceasefire negotiators, 
Satur Ocampo, his wife Bobby Malay 
Ocampo and Antonio Zumel, of the 
leftist National Democratic Front 
(NDF) umbrella group. 

Ocampo told the pack of local and 
foreign newsmen who accompanied 
them, and the 1,000 town residents 
cheering in the streets, that this showed 
how popular the NPA was with the peo- 
ple. The somewhat bizarre event, to- 
gether with the other shows of strength 
around the country, was obviously a 
well-orchestrated attempt to score ~ 
further propaganda points, exploiting a 
situation in which the leftist leaders 
seem to be able to demand as much 
media air time and print space as they 
like. 

The NDF quickly followed up by is- 
suing a four-point list of demands which 
will be the Left’s agenda for more fun- 
damental peace talks with the govern- 
ment during the 60-day ceasefire 
period. The list was carefully word- 
ed to sound eminently fair in a post- 
Marcos Philippines full of hope for eco- 
nomic recovery and a better deal for all: 
dismantling of the remnants of the Mar- 
cos dictatorship and protection of peo- 
ple’s basic rights; an assertion of 
national dignity and sovereignty; pro- 
motion of people’s welfare and liveli- 





hood, and complete guarantees for a — x. 


durable peace. 
No one could reasonably find fault 
with these demands. But reading be- 
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tween the lines, leftist sources say the 
. NDF in effect will be pushing for a radi- 
cal land-reform programme, the re- 


. moval of the US military bases and a re- 


vamp of the armed forces — presuma- 
bly to remove what the Left identifies as 
ultra-rightist forces there. 

The Left, realising that fighting be- 
tween its NPA guerillas and govern- 
ment troops promises only a distant vi- 
sion of a communist seizure of power, 
now seems bent on extracting as much 
political capital as possible from the 
temporary period of peace. B 

In effect, it is trying to project itself 
as an alternative government. It is also 
no coincidence that red-painted slogans 
denouncing the armed forces and call- 
ing for real "democracy" have appeared 
overnight on walls and fences through- 


. out Manila. 


"This is an entirely new ballgame — 


| it waga fighting war for so long, but sud- 


. purely political, 


denly moves to something 


Sffmented J. V. 


. Bautista, whose Left-leaning “cause- 


oriented, progressive” Bayan move- 
ment claims up to 1 million members 
nationwide. 

He said that while many saw the re- 
moval of “ultra-rightist” former defence 
minister Juan Ponce Enrile from office 
on 23 November and the signing of the 
ceasefire agreement on 27 November as 
government triumphs, the Left viewed 
them as its own successes. 


An island 


| without joy 


Samar's inhabitants put little 


; . faith in the ceasefire 





. By James Clad in Catbalogan 
= Eor the 1.6 million inhabitants of 


Samar, the third-largest Philippine 
island, the nationwide 60-day ceasefire 
that began on 10 December between the 
communist New People's Army (NPA) 
and the Armed Forces of the Philip- 
ey (AFP) simply reinforces a recent 
ull in fighting. The last major en- 
counter here occurred in September, 
when an NPA platoon fought for a week 
with four times as many government 
soldiers in the island’s rugged interior. 

Both the AFP and their adversaries 
seem resigned to renewed fighting after 
the truce ends. The countrywide scope 
of the often ambiguous truce agreement 
signed on 27 November also means little 
here. Perhaps half the population sup- 


| ports, actively or by default, the armed 
_ | revolution favoured by the Communist 


Party of the Philippines (CPP). In many 
areas the government's presence is 
confined to a lone school teacher. 
The military comes only in heavily 
armed units assembled from the seven 
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The government itself seems to be 
divided on its perception of the com- 
munist threat, though there is a general 
feeling of Unease in the cabinet about 
the leftist intentions during the current 
ceasefire, imsiders said. 

Several senior officials tend to dis- 
miss the leftist forces as being only 
about 10% hardcore Marxists, while the 
bulk are orcinary God-fearing Filipinos 
who were alienated by the Marcos re- 
gime and who may now take advantage 
of the ceasefire to return to their families 
and the folds of the law. 

This feel ng is reflected in the plan, 
announced by the cabinet on the day of 
the ceasefir2, to launch a national re- 
conciliation and development program- 
me, with an initial funding of P1 


billion (US$49 million). 





combat brigades stationed mainly on 
the coast. 

Eleven years after they first reached 
the island, CPP organisers have gained 
in Samar perhaps the party's single 
largest tract of unbroken, “influenced” 
territory and population. The com- 
munists claim 90,000 “organised 
masses” on top of another 400,000 “in- 
fluenced” masses. If accurate, this 
makes Samar the largest of the CPP's 18 
regions. The government has divided 
the island into three provinces, while 
the CPP trea:s Samar as one region. 

Civilian, military and CPP leaders 
contacted by the REVIEW in Samar all 
take a short-term view of the ceasefire. 
Acting governor Antonio Bolastig says 
he stays in close touch with the AFP, 
whose Region VIII (Samar and Leyte) 
Regional Un:fied Command (RUC) is 
headquartered in nearby Motiong. “I 
will be monitoring the ceasefire," he 
said. “Most of their [the CPP’s] follow- 
ers do not understand the ideology. 
They join [th» armed struggle] because 
they became victims of military abuses 
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. The programme is described by offi- 


cials as an overall project to uplift the 
economic well-being of the ruralemasses 
by creating self-sufficient communities 
in 17,000 of the country's 42,000 baran- 
gays (districts). But it also includes a 


scheme to entice NPA rebels to surren- 


der with guarantees of amnesty, plots of 
farmland and employment. 


verall, it is viewed as the govern- 

ment’s attempt to counter the 
Left’s political drive by displaying its 
concern to abolish rural poverty and at 
the same time whittle down the number 
of communist fighters. In the prevailing 
propaganda war, it was also significant 
that the cabinet decided to place 
the government’s Channel Four TV 
station and the Bureau of Broadcast- 
ing under presidential spokes- 
man Teodoro Benigno, a re- 
spected veteran former jour- 
nalist. 

The powerful military has 
also been making moves 1 
exploit the temporary peace. 
New Defence Minister Rafael 
Ileto and armed forces chief of 
staff Gen. Fidel Ramos were 
quick to pounce on the display 
of NPA armed might in Samal 
as a violation of the ceasefire so 
as to keep order during the 
ceasefire period. 

They are also urgently push- 





- . . it will be easy to win them 
back." 

Bolastig, a  human-rights 
lawyer during the Marcos era, 
has an array of development 
plans. These include rehabilitat- 
ing the island's neglected road 
system and giving draught ani- 
mals to small farmers. Bolastig 
says that central-government money, 
chiefly from the Social Services Ministry, 
has helped returnee programmes in th 
south of the island near Merabut wher 
he says, 600 returnees have settled. 


eputy RUC VIII chief of staff Col 

Antonio Bernardo said the ceasefire 
will give the NPA a chance to “get 
medicines, visit their families, prop- 
agandise and regroup." He said the 
ceasefire has not halted plans«o resumg 
road-building by the army’s corps ¢ 
gineers, and more discussions be 
the AFP and peasants will oc 
ten material excoriating com 
flows out from the army's civil-ré 
section, and local commanders 
even been persuaded to pay some, if r 
all, compensation demanded by owne 
of village houses burned in the army's 
last big operation. 

The Samar CPP regional committee 
member responsible for the NPA also 
expected the truce to break down, 
though he “still had some hope." The 
cadre, identified as Comrade Sinto, told 
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ing a two-pronged programme in the 
armed forces: to improve the troops’ 
combaé capability and to assign soldiers 
to civic tasks to get the people on the 
military’s side. 

The emphasis here is more on Ileto 
than Ramos. As a respected retired 
army lieutenant-general with a totally 
clean political background, Ileto has full 
government support for his policy of 
waking soldiers up to their professional 
task, and forgetting about the political 
pressures which have.beset them in re- 
cent years. 

As an officer who successfully fought 
the communist Huk rebellion in the 
1950s and early 1960s, Ileto is known to 
believe that eventually — after the ex- 
pected demise of the ceasefire — the 
army will have to move in strength 
against the NPA, which he believes is 
the core of the communist problem in 
the Philippines. 

At the same time, he is trying to 
«hore up the resolve of the government 

» dispel any defeatist attitudes about 
ule relentless inroads being made by the 
Left. “What we are worried about is not 
the loss of military initiative, but the loss 
of political tempo and democratic re- 
solve of our leaders and of our people,” 
Ileto said in a speech on 12 December. 
At this hour.in Philippine history, with 
many commentators predicting political 
turmoil on the horizon, resolve is at a 
premium. Oo 


the REVIEW a resumption of attacks on 
small urban centres could follow the 
ceasefire’s collapse. One of his com- 
pany commanders spoke of a more in- 
tense level of urban struggle if fighting 
resumes. Although a stand-up, shoot- 
out with the AFP remains “suicidal,” he 
said, any breakdown in the ceasefire 
will probably mean a “return to 1979-80 
conditions [frequent guerilla battles] 
plus an added capacity in the cities.” 
Another glimpse of possible post- 
easefire conditions on Samar came 
from an NPA company-level command- 
er identifying himself as Do Dong. 
When speaking about prospects of a 
continuing truce next year he said: *We 
must prepare for the eventually that the 
ceasefire will break down . . . The army 
is hostile and although we do not want it 


musp expect more fighting next 


à Dong’s comrades on the Samar 
gional committee believe that 
, if it resumes, will involve a 
Preater use by the NPA of mobile 
rilla units. They said the constraints 
bringing guerilla war to Samar's 
owns comes not from any lack of men 
or supplies, but rather from fear of a 
backlash from urban “middle [class] 
forces," which the communists still 
hope to lure into the popular-front or- 
ganisation known as the National 
Democratic Front, in which the CCP 












plays the dominant role. R) 
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No more secrets 


Manila asks the UN to reveal Marcos’ alleged abuses 


By Ted Morello in New York 


Fc that ousted Philippine president 
Ferdinand Marcos will regain influ- 
ence has prompted the government of 
Corazon Aquino to intensify its cam- 
paign to declassify secret UN files accus- 
ing Marcos of human-rights violations. 
Fast action is considered urgent to 
counter a powerful and growing anti- 
Aquino, pro-Marcos lobby that has es- 
tablished its headquarters in Washing- 
ton and opened satellite offices in New 
York, Chicago, Los Angeles and other 
US cities as well as in Guam and 





Toronto. Christened the Movement for 
the Restoration of Democracy in the 
Philippines (MRDP), the group says in 
promotional material that it “believes 
president Marcos is the duly elected 
president of the Philippines.” 

Manila diplomats here told the 
REVIEW that the government’s strategy 
is to short-circuit the MRDP’s efforts to 
restore Marcos to power by parading his 
regime’s alleged human-rights viola- 
tions before the world generally but 
specifically before Filipinos at home 
and abroad. In urging the UN to pursue 
accusations that have been dropped 
from the agenda of its Geneva-based 
Commission on Human Rights, Philip- 
pine First Deputy Foreign Minister Jose 
Ingles said: “This is to let the world 
know that we are not letting Mr Marcos 
off the hook and that he deserves to be 
punished for human-rights violations.” 

Manila’s UN mission said that on 
Marcos’ instructions, Philippine del- 
egates in Geneva succeeded — before 
his ouster in February — in deleting 
from the human-rights commission’s 


agenda items dealing with his alleged © 


abuses. They had also managed to have 
such information classified as “secret 
and confidential.” 

Ingles charged that the commission’s 


action prevents further consideration of 


the Marcos administration’s “gross and 
widespread” human-rights abuses. In 
calling on the UN to lift the restrictions, 
Ingles said his government “has no in- 
tention of condoning human-rights vio- 
lations of the previous regime or fore- 
closing their consideration by the Unit- 
ed Nations.” A UN mission spokesman 


said the government “wants to let the - 
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world know of Mr Marcos’ cri | 
Manila's .U alvador | — 
Lopez has called for the declassification 


“of all materials pertaining to human 
rights in the Philippines in the custody 
of the commission.” Results of the 
Aquino government’s own investiga- 
tions should, when sumitted to Geneva, 


be reported in open sessions of the com- | 


mission, he said. Such information is 
classified as confidential and discussed 
only in private proceedings of the 
human-rights commission, Lopez com- 
plained to the UN Economic and Social 
Council, the commission’s parent body. 

Ingles contrasted the secrecy sur- 
rounding the Marcos performance with 
the UN’s handling of violations by 
Argentina’s past regime and Chile’s 
present government. These cases, he 


pointed out, are discussed “thoroughly . 


and openly” in the UN General Assem- 
bly. | 
He also asked the UN to transmit to 


the Philippine Commission on Human | | 


Rights all detailed charges about Mar- 
cos administration torture and assassi- 
nations submitted by Amnesty Interna- 


tional and other private human-rights — 


organisations. 


Ingles said the declassification de- | 
mand is intended to assist the Philippine _ 


human-rights commission, which was 
set up under Aquino, in carrying out its 
own inquiries and to "provide appro- 
priate legal measures for the protection 
of human rights of all persons within the 
Philippines as well as Filipinos residing 
abroad." 

However, Philippine diplomats here 
said the immediate thrust is to counter- 
act the MRDP's spreading anti- Aquino 
campaign by undermining Marcos’ cre- 
dibility through exposing his govern- 
ment’s human-rights record. 

The MRDP, which claims more than 
10,000 members in the US and Canada, 
calls itself “a conservative political- 
action group” dedicated to exposing 
“the dangers posed by a resurgent com- 


munist New People’s Army and a gov- 


ernment that is illegitimate." 
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Communist compromise? 


Moscow, Hanoi and Peking signal movement 


By Nayan Chanda in Washington 


aoe the sixth congress of the 
Vietnamese Communist Party 
which began on 15 December is unlikely 
to come up with a new approach to re- 
solving the Cambodia problem® there 
are indications that the atmosphere 
among the communist adversaries has 
warmed. 

But, while this may brighten pros- 
pects for a settlement of the eight-year- 
old conflict, some Khmer and Asean 
leaders worry that an arrangement 
worked out by Moscow, Peking and 


PM their best interests. 
During his vi ashington on 


8-12 December, Prince Norodom 
Ranaridh, commander-in-chief of the 
Armee Nationale Sihanoukiste (ANS), 
repeated to senior US officials a con- 
cern that some Asean leaders had con- 
veyed earlier. The ANS, with the 
Khmer Rouge and the Khmer Peoples’ 
National Liberation Front, make up the 
anti- Vietnamese resistance coalition. 
Ranaridh has told his US inter- 
locutors that a settlement between Mos- 
cow and Peking would result in a neutral 
Cambodia under the nominal leader- 
ship of Prince Norodom Sihanouk but 
that it would remain, like Yugoslavia, 
part of the socialist bloc. Ranaridh told 
the REVIEW: “US officials are so con- 
vinced about the depth of Sino-Soviet 
hostility that they tend to dismiss the 
idea of an exclusively communist deal 


hanouk: talks overture. 
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over Cambodia, but I am afraid of that 
prospect." 

To find a solution ensuring Cam- 
bodia's neutrality and adherence to the 
non-communist world would require 
more active involvement by the US and 
Asean. Ranaridh has told US officials 
and congressional leaders that, in order 
to neutralise the influence of the Khmer 
Rouge, his o-ganisation required West- 
ern resources. 

Ranaridh refused to provide any evi- 
dence for his fear of a Sino-Soviet deal 
but pointed to Moscow’s drive to ex- 
pand its influ2nce in Asia by playing the 
role of an aroiter. And while Vietnam 
could not be defeated militarily, he said, 
its forces wer2 increasingly demoralised 
by serious health problems, shortages 
and, most :mportantly, by growing 
awareness o- disaffection among the 
ranks of the Vietnamese-backed Heng 
Samrin regime. 

These difficulties, in addition to 
Vietnam's economic crisis and diploma- 
tic isolation, in his view, make Hanoi 
more amenable to Soviet pressure. Al- 
though Moscow would never abandon 
its hold on Vietnam it may have con- 
cluded that in order to develop its pre- 
sence in the region it needs to com- 
promise in Cc mbodia. 

Ranaridh hinted that such a com- 
promise could entail a coalition of the 
Khmer Roug2 and Heng Samrin group 
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under the nominal leadership of 
Sihanouk, though new Cambodian 
Foreign Minister Kong Korm haf indi- 
cated Phnom Penh still seeks the politi- 
cal and military elimination of the 
Khmer Rouge. 

For both Sihanouk and Ranaridh a 
clear sign of Vietnamese weakness was 
their recent offer of talks between Heng 
Samrin and the resistance partners in- 
cluding the Khmer Rouge. The offer 
was made through Austrian diplomats 
and communicated to Sihanouk on 24 
October in New York. 

The proposal was for initial talks be- 
tween all the Khmer parties. The Viet- 
namese specifically said that the Khmer 
Rouge, with the exception of its leader, 
Pol Pot, could take part in the talks. The 
second phase would involve an interna- 
tional conference. 

Sihanouk turned down the idea and 
made a counter-proposal under which 
he would first meet Vietnamese party 
General Secretary Truong Chinh or 
Premier Pham Van Dong. Heng Samri 
could be part of the Vietnamese delega- 
tion. Hanoi has not yet responded. 


hortly after the Vietnamese talk 

offer, news reports from Bangkok, 
later confirmed by US intelligence, said a 
seriously ill Pol Pot has been taken to 
Peking. Whether intended or not, the 
news seemed to remove one of the long- 
standing Vietnamese objections to talks 
with the Khmer Rouge. 

There are indications that after a 
period of coolness with the Soviet 
Union, the Vietnamese have come 
around to full agreement with Moscow 
on the Cambodia problem. 

Shortly after former Vietnamese 
general secretary Le Duan's death in 


Proposals to the prince 


Heng Samrin government offers talks proposal 


By Nick Cumm ng-Bruce in Phnom Penh 


re Heng Samrin government has put 
forward proposals for a meeting 
without preconditions with Prince 
Norodom Sihanouk, leader of the 
tripartite resistance coalition, to discuss 
ways of settling the Cambodia conflict. 

Newly appointed Foreign Minister 
Kong Korm told the REVIEW short- 
ly before his promotion: “We have 
long been prepared to meet [Sihanouk] 
any time, at any place agreed by 
the two sides.” The offer came in 
advance of tie Vietnam Communist 
Party Congress, which began on 15 De- 
cember. 

He added that such discussions could 
include representatives of the Khmer 
Rouge, with whom the Phnom Penh re- 
gime has hitherto shunned contact. 
“There is no precondition,” he em- 
phasised. Kong Korm stressed also that 


any subject could be included on the 
agenda for such talks. 

Kong Korm declined to elaborate on 
whether the regime was now prepared 
to soften its four-year-old stand that 
members of the resistance gem re 
to enjoy full citizens rights only wi 
the context of the regime's ey 
socialist constitution, but said 
“Everything is negotiable.” 

But how far Hanoi and Phnon 
are prepared to go to woo Sihano 
seen by them as an internationally cred¥ 
ble figure for national reconciliation — 
on matters of substance remains un- 
clear. 

Only two Khmer Rouge leaders — 
Pol Pot and Ieng Sary — remain on 
Phnom Penh's political hit list, Kong 
Korm indicated. But the objective of 
any talks with Sihanouk remained the 
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July this year, Hanoi announced plans 
to release a number of Chinese who 
had trespassed into Vietnam. 

China reciprocated by releasing a 
number of Vietnamese detained by Pe- 
king. In August, Peking surprised ob- 
servers by welcoming a Lao call for nor- 
malising relations with China. And ear- 
lier this month Peking confirmed re- 
ports that a vice-minister of foreign af- 
fairs would visit Laos. While the Peking 
move could be aimed at driving a wedge 
between Hanoi and Vientiane, many 
analysts view it as testing the waters. 

In October, Vietnam sent a team to 
China to participate in the Asian table- 
tennis championship. Also that month 
Vietnamese Foreign Minister Nguyen 
Co Thach attended a national day re- 
ception at the Chinese Embassy in Pe- 
king — Hanoi’s highest-level atten- 
dance since 1978. 

Although Peking has not recipro- 
cated these gestures, Chinese prop- 
aganda has sought to highlight Viet- 

m’s current economic plight and play 

_ on Vietnamese nationalism and its in- 
herent distrust of the Soviets. 

The ninth round of Sino-Soviet talks 
in October provided further ammuni- 
tion for Chinese efforts to create unease 
in Hanoi. After having refused for three 
years to discuss with Peking the Cam- 
bodia question — one of China’s stated 
three obstacles to normalisation of rela- 
tions — the Soviet negotiator, Igor 
Rogachov, agreed to include it in the 
agenda. 

Although Chinese officials publicly 
said that the talks did not reveal ‘any 
substantial change” in the Soviet posi- 
tion, China's official Xinhua news- 
agency quoted the Soviet negotiator as 
suggesting that the problem may be re- 


elimination of the Khmer Rouge as a 
political and military entity. 

Phnom Penh officials concede that 

their proposal they are in effect invit- 
. Z the coalition to its own funeral and 
offer no guidance on what is on offer in 
return. But the regime's patrons in 
Hanoi felt that talks between the two 
sides had to be based on “reality,” a dip- 
lomat in Phnom Penh said. The Heng 
Samrin government was the reality, he 
added. 
Kong Korm was at pains to stress, 
esttrn observers in Phnom Penh 
y concurred, that any moves to 
were not prompted by weak- 
thin the regime. But diplomats 
ke of a marked decline in 
among officials from the sense 
uphoria prevailing last year after the 
ccess of Vietnam's 1984-85 dry-sea- 
on offensive and by the announcement 
of its 1990 troop-withdrawal deadline. 

“They thought the destruction of the 
[resistance border] camps was a big step 
forward," the diplomat added. *Now 
they recognise it will be a tougher prob- 
lem to solve." 
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solved in another round of talks. By a 
curious coincidence, nine days after the 
Sino-Soviet dialogue in Peking, Hanoi 
made its talks offer to Sihanouk. 

Until then Vietnam had made talks 
with resistance groups conditional upon 
agreement to eliminate the “Pol Pot 
clique.” Three weeks later Truong 
Chinh again travelled to Moscow — the 
second time in three months — and had 
wide-ranging discussions with Soviet 
leader Mikhail Gorbachov. 

Chinh reportedly reached “total 
unanimity” on domestic and foreign is- 
sues. Some analysts believe that the 
meeting, described by the Vietnamese 
media as “a very significant new develop- 
ment,” reached a compromise by which 
Gorbachov gave his blessings to the party 
congress plans, in return for Hanoi’s 
backing for his Asian initiative. Oo 





KPNLF fighter: concern. 


Morale may also have been ad- 
versely affected by the emerging prob- 
lems of corruption and lack of commit- 
ment within the regime and the armed 
forces. 

Diplomats say the government is 
satisfied that it is now set on the right 
course, with the defined priorities in the 
1986-90 Five-Year Plan of concentrat- 
ing resources on productive sectors of 
the economy while building up the 
armed forces and party apparatus. 
How these policies are supposed to 
work in practice, however, remains 
hazy. 

The only area of obvious institu- 
tional development appears to be in the 
party, where a membership of only 800 
five years ago had reached some 7,500 
by last year’s Kampuchean People’s Re- 
volutionary Party Congress and is now 
put by officials at more than 10,000, with 
an additional 40,000 people in “core 
groups.” However, doubts remain over 
the political commitment of some of the 
new members, who feared being 
“brainwashed” by the Marxist-Leninist 
party line, a party source said. 
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Re-allocation 
of power 


Phnom Penh reshuffles its 
cabinet to ease workload 


By Murray Hiebert in Bangkok 


he Vietnamese-backed Heng Samrin 

government in Phnom Penh has re- 
placed €ts ministers of foreign affairs, 
defence and planning in a major cabinet 
reshuffle, with each minister being suc- 
ceeded by his deputy. On 10 December 
Phnom Penh Radio said the shakeup 
was an attempt “to increase the council 
of ministers’ leadership.” 

Hun Sen, 35, gave up his posts as 
foreign minister and chairman of the 


foreign-relations commission the 
Khmer People, y Party 
Central Committee but retained his po- 


sition as council of ministers chairman. 
or prime minister. He also remains 
listed as No. 3 on the politburo roll. 
Bou Thang, 48, lost his post as de- 
fence minister but will continue as coun- 
cil of ministers vice-chairman. Chea 
Soth, 55, another council vice-chair- 


man, was relieved of his position as. 


planning minister. Like Hun Sen, both 
men are assumed to have retained their 
positions on the politburo lineup. 

The shakeup appears in part to have 
been an attempt to improve the effi- 
ciency of several important ministries 
by dividing up key jobs among more 
people. All three former ministers held 
two high-level government posts 
alongside their party positions. 

The defence and planning ministries 
face critical problems. The Cambodian 
army remains weak and inexperienced 
in the face of a continuing guerilla war 
with forces of the tripartite anti-Viet- 
namese Democratic Kampuchea coali- 
tion government. And the country's 
economic recovery, which was surpris- 
ingly rapid during the first few years 
after the Vietnamese invaded Cam- 
bodia in late 1978, has nearly stagnated. 

The new ministers appear to be tech- 
nocrats promoted for their administra- 
tive skills rather than their revolution- 
ary backgrounds. Only one of the new 
appointees, Defence Minister Koy 
Buntha, fought with the Khmer Rouge 
and none of them appear to have spent 
much time in Vietnam. The Khmer 
Rouge. under the leadership of Pol Pot. 
was ousted by the Vietnamese in 1979 
after three-and-a-half years of rule dur- 
ing which hundreds of thousands of 
Cambodians were killed. The Khmer 
Rouge comprise the communist faction 
of the anti- Vietnamese coalition. 

Some analysts in Bangkok speculate 
that Hun Sen may have come out the 
winner in the shakeup, despite losing his 
dominant position in foreign affairs. He 
remains prime minister, while two po- 
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tential rivals in the politburo gave up 
their key ministerial posts. 

Hun Sen’s replacement at the 
Foreign Ministry is Kong Korm, 45, 
who had served as deputy foreign minis- 
ter. He taught literature in eastern 
Cambodia after graduating from the 
Faculty of Arts in Phnom Penh. His offi- 
cial biography said he “farmed in the 
liberated zone" from 1973-75 and was 
forced to do “very hard labour" follow- 
ing the Khmer Rouge victory over the 
Lon Nol government in 1975. 

After the Vietnamese ouséed the 
Khmer Rouge. Kong Korm became an 
assistant to the foreign minister. He 
served as ambassador to Vietnam in the 
earlv 1980s and became deputy foreign 
minister in 1982. He was named to the 
partv central committee in 1985 and has 
been running the Foreign Ministry on a 
day-to-day basis in recent months. 


s Son. thought to be a former 
teache id-40s. replaced Hun 
Sen as chairman central commit- 


tee's foreign-relations commission. He 
PAUL QUINN-JUDGE 
























Bou Thang: retained politburo post. 





has held various posts in the Foreign 
Ministrv and most recently was vice- 
chairman of the commission. He also 
became a member of the central com- 
mittee in 1985. Both Kong Korm and 
Yos Son are close to Hun Sen. 

New Defence Minister Koy Buntha, 
34, is believed to have broken with Pol 
Pot in 1974 but stayed in Cambodia to 
fight against the Lon Nol regime. Later 
he joined the anti-Khmer Rouge resist- 
ance in Vietnam. After the Vietnamese 
ousted the Khmer Rouge, Koy Buntha 
became head of the military committee 
in Cambodia's Battambang province. 
He was named to the central committee 
and appointed army chief of staff and 
deputy defence minister in 1985. 

Chea Chanto, the new planning 
minister, has held various state banking 
positions since 1979. He was director of 
the Phnom Penh ‘People’s Bank and 
then deputy director of the National 
Bank before becoming vice-president of 
the Foreign Trade Bank in 1983. He has 
been a member of the central commit- 
tee since October 1985 and is believed 
to be in his 40s. IR 
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A hitch in the hitch-up 


Usno-Umno merger might mean a Sabah by-election 


By Suhaini Aznam in Kuala Lumpur 


legal question mark has arisen over 

the most recent blueprint to change 
the political landscape in Sabah, stalling 
merger plans between the United Malays 
National Organisation (Umno), which 
dominates the ruling National Front 
coalition, aad one of Sabah's oldest par- 
ties, the United Sabah National Organi- 
sation (Usno). 

The merger was the subject of a late- 
night meeting of the Umno Supreme 
Council on 8 December, after which 
Prime Minister Datuk Seri Mahathir 
Mohamad, as Umno president, an- 
nounced tkat they had to study the 
merger carefully because of a *technical 
problem" involving the status of Usno 
representatives to the Sabah state legis- 
lative assembly. 

Usno, which claims to have 130,000 
members, has nine representatives in 
the legislative assembly whom Umno 
had hoped to absorb. But a constitu- 
tional provision against party crossovers 
might mean that the intended takeover 
and Umno's first move into the East 
Malaysian state cannot be as smoothly 
effected as hoped. 

To put a halt to defections — at that 
time from the ruling Parti Bersatu 
Sabah (PBS! to Usno — amendments to 
the Sabah censtitution were passed last 
May stipulating that assemblymen au- 
tomatically vacate their seats should 
they leave the party on whose ticket 
they had stood for elections, forcing 
them to face a by-election. The question 
now is whether the dissolution of one 
party, if only in name, and its reincarna- 
tion under 2 new name would be tan- 
tamount to such resignation or cessation 
of membership. 

Lawyers familiar with the Sabah con- 
stitution — both those who have de- 
fended Usnc as well as the PBS — feel 
that there is no reason for the constitu- 
tional amendments to pose a barrier un- 
less the law is read in its literal sense, 
rather than for its intended purpose. 
The PBS, hcwever, will probably chal- 
lenge the legitimacy of the Usno as- 
semblymen if or when the merger goes 
through, arguing that Usno would be in 
effect, non-existent and its representa- 
tives without a party. 

As legal advice is busily sought by all 
parties, Umno has placed party vice- 
president Ghafar Baba in charge of dis- 
cussing Umno's expansion with “the 
people concerned," though Mahathir 
declined to specify whom. The PBS has 
expressed disappointment that it has 
not been included in these discussions, 
despite being a member of the National 
Front. 


Since Muslim-bumiputra unity is os- 
tensibly a major motivation behind the 
plan, success depends on voluntary par- 
ticipation by Sabah's myriad bumiputra 
parties. The small Parti Momogun 
Sabah has already declared its inten- 
tions. of joining Umno, though the 
shrunken Berjaya has questioned the 
viability of a coalition of communal par- 
ties in multi-ethnic Sabah. Berjaya was 
the immediate predecessor as the ruling 
party to the Kadazan-Christian-led 
PBS, and despite its multi-racial plat- 
form, has itself privately cherished the 
idea of Malay-Muslim political domina- 
tion in Sabah. 


utside Umno, observers have bec.. 

mulling over the wisdom of the 
Umno-Usno move. Elder statesman 
Tunku Abdul Rahman has openly op- 
posed Umno's decision to saddle itself 
with a *dying horse which can hardly 
walk, leave alone run." Given Umno's 
solid reputation in Peninsular Malaysia, 
"one must give some thought before 
making a headlong plunge into disas- 
ter," he warned. 

With Umno's move into Kaliman- 
tan, by whatever mechanism, political 
parties there would for the first time be 
formally defined racially, at least among 
the Malays. Previously, parties had at- 
tracted voters along ethnic lines, but 
there was still leeway for cross-ethnic 
representation, and both Berjaya and 
the PBS advocate multi-racial plat- 
forms. Other peninsula-based parties 
have not jumped on the Sabah bandwa- 
gon, and sources within Malaysia's 
major Chinese party, the Malaysi: 
Chinese Association (MCA) ha: _ 
stated categorically that they have 
no intentions of operating in the 
state. 

Sabah and Sarawak are the only poli- 
tical frontierland for Umno if it is to rule 
Malaysia without depending on other 
parties. With the August elections, 
Umno's presence on the ,peninsu 
reached saturation point, havifig w 
out of its 84 seats — that one lo 
the federal territory of Labua 
off Sabah, rather than on the p 

In sentiment, Umno has be 
ing more and more towards one- 
rule, having threatened the MCA 
expulsion in 1984; murmured its disa 
pointment with the MCA and Gera- 
kan's election performance; wanting to 
take the Penang chief minister's post 
from the Gerakan, and observing that 
its partners, in turn, have not always 
shared Umno's views on national 
issues. oO 
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Now from the Far Eastern Economic Review 








The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People's Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 

he policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. " 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 

eign investment and nearly 1,000 agree- 
rents on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


s book explains how to do business 
hina by taking advantage of these 
opportunities. It discusses the 

try's economic performance and po- 
ential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 


business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do’s and dont's through the use 
of enlightening case histories. 
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A guide to doing business 








(195 pages — liberally illustrated with colour plates, maps and graphs) 
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THAILAND 


City on the mend 


Governor Chamlong Srimuang brings some order to the capital 


By Paisal Sricharatchanya in Bangkok 


Th management of Bangkok — a 
sprawling metropolis of 7 million 
people, plagued with chronic problems 
ranging from traffic jams to flooding — 
has never been easy. A long sugcession 
of past governors have come under 
sharp criticism for failing to deal with 


maltreatment, but if they are left as they 
are, it results in chaotic traffic condi- 
tions. “Since most vendors are poor, we 


cannot totally eliminate them under the 
present ecenomic conditions,” Cham- 
long said. By designating zones where 
vendors are permitted, the BMA is now 


better able to maintain discipline, safety 
and a better standard of cleanliness. 

The governor’s popularity sugvived a 
major flood in May relatively un- 
scathed, thanks to the combination of a 
Baht 1 billion (US$38 million) flood- 
prevention scheme initiated after severe 
flooding in 1983 and extensive prepara- 
tions, which included having the city’s 
sewers cleared using prison labour. 

Given that Thailand’s weather 
bureau was set up only 44 years ago, the 
governor caused some controversy 
when he, citing historical records and 
scientific calculations, said that the 
400 mm of rainwater that inundated 


one problem or another and none has 
left office with a credible record. But 
the current governor, former Young 
Turk leader Chamlong Srimuang, 
seems to be breaking precedent. 

Since taking over the helm of the 


Bangkok Metropolitan Administration 
(B ndslide victory in the 
aee sie vicio election 
(REVIEW, 28 Nov. ’85), the 52- -year-old 
retired major-general has instilled a vis- 
ible degree of cleanliness and orderli- 
ness in the city — a remarkable achieve- 
ment in view of the Thai penchant for 
carefree indiscipline. 

And except for two isolated inci- 
dents — a series of demonstrations in 
September and October against a BMA 
plan to build a road in a northeastern 
suburb that would threaten more than 
700 family dwellings, and a recent ban 
on festivities in two large parks to pro- 
tect their greenery from being trampled 
— Chamlong's popularity remains high. f 

Still, the governor has a tough task 
ahead during his remaining three years, | | 
particularly in coping with Bangkok's | ~ 
chaotic traffic, its still unsatisfactory | 
rubbish collection and its recurrent 
flooding. Perhaps more significantly, 
Chamlong has been at loggerheads with 
a BMA assembly dominated by the | © 
Democrat Party, whose candidate for | 
the governorship lost to Chamlong. The 
conflict is likely to escalate. o P is an elected prim T, W 

Part of Chamlong’s success in his | ~ aiyut. A ques- the arguments go. : ‘ 
cleanliness campaign is attributed to co- | tion »rospecti i „tbat may be along way off je 
operation from Bangkokians. “They | _ dates who might enge Chaovalit cent failure Pr, ^to 
were the ones who elected me, so they would produce a short-list, so 
wanted to support me,” the governor | Bangkok- Governor p 
said. The BMA launched the campaign | —  Srimuang a pi 
in March, initially intending to restrictit | ae 
to the city’s 24 district-office com- | 
pounds, the two big parks and a youth 
centre. However, it was quickly ex- rumot 
panded to include Bangkok’s major | 
streets. Arrests and fines against litter- | tical role EO | 
bugs have continued, but the offenders | pren 
now are mostly unsuspecting visitors .— Sign na 
from upcountry. 

Chamlong conceded that a more dif- 
ficult task than keeping the city clean is 
to instil orderliness among the city's ar- 
mies of street vendors, who occupy vari- 
ous busy intersections. 

The vendors pose a dilemma: if they 
are arrested for violating city codes, 
they often respond by alleging BMA 


y be current army —: 





lay in i niece o 
owever, as aw is no 


mo - The governor em bid note. v coun 
i ( these comments with unease. Itbaffles tion 
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Bangkok on 9 May was the most to fall 
on the area in 1,000 years. But for most 
Bangkokians, who remember wading 
through knee-deep or deeper water for 
two months in late 1983, doubts about 
Chamlong’s statistics were forgotten 
when May’s floodwaters were drained 
off in a few days. 


A reduction in the amount of garbage 
thrown into the city’s canals and 
sewers has clearly facilitated better 
drainage. Chamlong conceded that 
given Bangkok’s outdated sewage sys- 
tem, which stretches more than 900 km 
under the city, and continuing land sub- 
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sidence in the city's eastern suburb, 
flooding. will remain a chronic problem 
for many years. 

The BMA in recent months has been 
floating the idea of a Baht 20 billion pro- 
ject to dig a diversionary channel that 
would drain some of the water from the 
Chao Phraya River, along which the city 
is located, into the Gulf of Thailand. 
Amid extensive public debate, with op- 
ponents pointing to potential adverse 
ecological effects and alleged negative 
repercussions for commercial shipping 
at Bangkok's Klong Toey port, it was 
decided on 11 December that the BMA 
should commission more detailed feasi- 


bility studies on the project and tr$ to 
arrive at a consensus before a final deci- 
sion is made. 

Chamlong said the two initiatives 
which invited the wrath of some sectors 
in Bangkok were the result of adher- 
ence to “good principles." Plans for the 
controversial Baht 1.5 billion, 15-km 
Ekamai-Ram Indra Road through the 
city’s northeastern suburb were 
finalised under a 1984 royal decree but 
delayed owing to the previous city ad- 
ministration’s fear of protests from the 
families whose houses stood in the way 
of construction. 

The BMAvs plan to proceed with a 
survey of the exact routing — in order to 
pinpoint a narrow band of 200 m along 
which the road would be built, against 
the 1,200-1,500-m band suggested in 
the 1984 decree — triggered a series of 
demonstrations. “I could have sat on 


the project if I ced wanted to avgjg criti- 
cism," Chamlo 


Quickly i into the fray was 


B. | Prachakorn Thai Party leader and 


Bangkok MP Samak Sundaravej, who 
proposed an alternate route affecting 
fewer households. After more protests, 


| the road plan was effectively killed 


when the Interior Ministry decided to 
explore the feasibility of an elevated ex- 


'| pressway for the same route. 


Although there was no open protest 
against Chamlong's banning of mid- 
November's Loi Krathong celebrations 
in the city's two major parks, which he 
said was in keeping with a standing po- 
licy loosely enforced in the past, resent- 


— | ment was sparked in many quarters. 

— | While the celebration took place else- 

nd | where in Bangkok, opponents blamed 

r | the governor for depriving poorer 

he — | Bangkokians two appropriate venues to 
their | observe this annual event. 


Meanwhile, Chamlong's tussle with 
the BMA assembly, where the Demo- 


= | crat Party occupies 35 of the 54 seats, 
-=| leaving only nine to Chamlong's Ruam 
1 | Palang (United Force) group and the re- 
_ | mainder to Prachakorn Thai, is likely to 


get worse before it gets better. Aside 
from frequent budgetary and policy dis- 


= putes, an open conflict broke out in Au- 


gust with the governor partially reject- 


~ ing two requests from Democrat Party 
= į assemblymen for overseas-observation 
| tours. They wanted the BMA to pay all 


their expenses, amounting to Baht 1.5 


- | million. Chamlong responded by seek- 


ing cuts in airfares and other transport 


allowances. 








While a majority of the assembly- 


. | men are entitled by law to seek the gov- 
. į] ernor's ouster, subject to the interior 
. ] minister's and the cabinet's approval, 




















Chamlong is empowered to request a 
dissolution of the aSsembly if a conflict 
reaches a scale that could jeopardise his 


m- | administration. Given the governor's 











2 | continuing popularity, the former course 
| is seen as unlikely. On the contrary, he 
| told the REVIEW he had pondered the 
ü 


latter option but has yet to act. 
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hathir and Lee: ‘equitable relationship.’ 
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The buck stops there 


| Lee Kuan Yew says he did not know about the Herzog visit 


x By Nigel Holloway in Singapore 


|- QW ingapore Prime Minister Lee Kuan 
Yew is not one to miss a trick, but he 
has admitted that the first he knew of 
the Israeli president’s visit to his country 
on 18 November was when he read 
about it in the newspapers the previous 
month. In retrospect, Lee said, he 
would have postponed the visit, “be- 
cause of my personal relationship” with 
Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad. This extraordin- 
ary statement was made during a ques- 
tion-and-answer session before students 
| and teaching staff at the National Uni- 
| versity of Singapore. 

. -Lee was asked by a student whether 
Singapore should have anticipated the 
strong Malaysian reactions to the visit, 
| which provoked the worst outburst of 
.| anti-Singapore feeling from its Muslim- 
| dominated northern neighbour for 
-| many years. Lee replied that he had 
| asked his Foreign Ministry the same 
| question. Its answer was that the re- 
a sponse could not have been foreseen, 
| but from the officials’ explanation it 
| seemed clear to Lee that the ministry’s 
! h desk officer and director in charge of the 
| section (he did not say which) had not 
.| taken full account of five anti-Zionist 
statements from Malaysian leaders be- 

| tween June and October. 
| The decision was taken in late 1984 
to agree to the visit, said the prime 
minister. He had agreed to it at the 
| time, provided the Israeli president was 
| not visiting Singapore only and that he 
| was visiting the region. “Unfortunately 
| they [the Israelis] called off the decision 
_ [early the following year] and I did not 
know anything more about it .. . until I 
read it in the newspapers, because the 
| decision in principle had been given. So 








they took it as agreed at the highest 
level." 

On 11 October Mahathir made a 
statement in parliament about Zionism 
in answer to Chen Man Hin of the 
Democratic Action Party. Twelve days 
later, the Israeli Embassy in Singapore 
announced tha: their president, Chaim 
Herzog, was to make the visit to Singa- 
pore after receiving the official invita- 
tion from the Foreign Ministry there. 
Lee maintained that because there was 
such a short space of time between the 
two events, tFe visit *could be con- 
strued as a slight or disregard of his 
[Mahathir's] views." 


L ee went on to explain the nature of his 
relationship with Mahathir. *I take 
his views very seriously because . .'. we 
were very much opposed to each other" 
when Singapore was part of Malaysia. 
“He was in the Malaysian parliament in 
1964; I was there. So 1964-65 were very 
contentious; heated years which led to 
separation," he said. “And we de- 
veloped a more mature and a more 
equitable relationship only in the last 
eight years. He came to accept Singa- 
pore as it is. Ard I decided that he was 
going to be the prime minister . . . and I 
made a point of meeting him, talking to 
him, getting him to understand the 
changed circumstances in which we live 
and the changed relationship between 
us, and managed to establish a good 
working relationship of confidence." 
Compared w th several of his cabinet 
colleagues, Mahathir has adopted a 
moderate tone in commenting on the Is- 
raeli visit. On 20 November, he said that 
relations between the two countries 
were not as good as before the visit but 
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were far from tense, and added that the 
future course of relations would depend 
on “each other's reactions" in the eom- 
ing months. 

In Lee's prepared remarks at the uni- 
versity, which were televised together 
with the question-and-answer session 
on 14 December, he disclosed that the 
government had taken two opinion 
polls, one on 8-11 November and 
another between 19 and 26 of the same 
month (before and after Herzog's arriv- 
al). The first showed that, among the 
Muslims in Singapore, 51% of respon- 
dents were not against the visit. The sec- 
ond poll showed this figure had fallen to 
29%. In contrast, 76% of non-Muslims 
were not against the visit in the first poll 
and 7776 in the second. 

The prime minister inferred from 
this that “in certain circumstances, the 
Malay Singaporean reacts with the em- 
phasis on Malay/Muslim rather than 
Singaporean.” He remarked that the 
Chinese in Singapore responded simi- 
larly towards China in the 1950s and 
1960s. The divisions among Sikhs in 
India in the aftermath of the assassina- 
tion of prime minister Indira Gandhi in 
1984 were closely reproduced among the 
Sikh community in Singapore, he said. 

When the Tamils began their 

separatist war in Sri Lanka, a fund-rais- 
ing Organisation was set up in Singapore 
to buy arms for the guerillas, he added. 
In each case, their communities were 
told by his government that, if they 
wanted to be Singaporeans, now was 
the time to show that what happened to 
their fellow Sikhs and Tamils far away 
was not of primary concern to them in 
Singapore. 

The lesson to be drawn was that the 
time when all ethnic groups would re- 
gard themselves as Singaporeans was 
still a long way off, said Lee. “Are we 
sure that ina moment of crisis, when the 
heat is on, we are all together, heart to 
heart? I hope so. But we ought to have a 
fallback position and quickly fill up all 
the missing hearts if some go missing."  ,. 

As if to underline Lee's points, the 
senior minister in the prime minister's 
office, S. Rajaratnam, has taken to task 
a Malay group for, in his view, deliber- 
ately misunderstanding a statement he 
made about the Herzog visit, defend- 
ing the decision to go ahead with it 
(REVIEW, 11 Dec.). The Malay Jour- 
nalists Association (PWM) of Sing 
pore wrote to him that by saying “we 
not Muslim,” he had hurt and offe 
Malaysia and Muslims in Singapor 

Rajaratnam went on to ask 4 
prominent Singapore Malays wheth® 
they agreed with the PWM, among 
them Haji Ya'acob Mohamed, a former 
ambassador to Egypt and a former 
minister of state. He replied that he ag- 
reed with the journalists' group and ac- 
cused Rajaratnam of using the scare tac- 
tics of the McCarthy era in the US to si- 
lence constructive criticism of the Israeli 
visit. 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you - to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but pi p 
choose well. | ——997 
A Patek Philippe - às f. 
because it's for a lifetime. 
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We live in an age which is 
increasingly shaped by intellectual 
agility and dynamism, by new 
solutions and spontaneous 
performance. And the car, always a 
mirror of the spirit of its time, 
must meet the challenge of these 


new demends. Even better than its 
predecessors. 

Like the new BMW 7 Series. 
With that inimitable sporting essence 
and air of vitality that have been 
the cornerstone of driving pleasure 
for so long Active cars for active 


The new s 


people, who are used to leading froi 
the front. The new 7 Series. 
Limousines full of aesthetic appeal 
and with a sum of innovations that 
brings the dream of the perfect car 
closer to realitiy. 

The exterior: restrained, 





Pd 
de f 
Ting elife. 
unded contours with flowing and 
armonious transitions and a gently 
sing waistline. The elegant face of 
yphisticated aerodynamics. 
The wide track, the long 


heel-base and the visibly lower 
entre of gravity promise character 


and dignity. 

The result is greater elegance, 
greater dynamism and — naturally — 
greater safety. Quite simply, 
excellence excelled. 

The new 7 Series cars meet 
the challenges of our age — and 


those of the future. 

With their .7 
sporting personality and 
their confident sophisti- 
cation, they are not 
unlike those who will 
drive them. 


The ultimate 
driving 
machine 





"Lingans ship roars out of Mingo...” From Flash Gordon Camic Strip, 1939. 


Once, gearing a company for the 21st Cen- 
tury would have counted as long-range planning. 
But the next century is next door now. 

And any company that wants a significant 
place in the future has to consider whether its 
businesses, liteally, have a future. 

At TRINOVA? we began thinking about the 
future some time ago. And it’s reflected in the 
corporation we've become, and the products 
we make. 

You see, our operating companies— 
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Aeroquip, Vickers and Sterling Engineered Prod- 
ucts —manufacture thousands of products other 
manufacturers need. Some $1.4 billion worth. 

Equally to the point, in our businesses (power 
and motion control, and plastics) we're market 
leaders. 

Well, as leaders, we've begun applying cer- 
tain principles that we're convinced will become 
more and more a part of manufacturing. 

Meaning what, exactly? 

Absolute quality, for one. Customers always 
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CENTURY. 


them part of our thinking and our products. 
The Twenty-First Century is, after ail, only 
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looked"for quality. But nowadays, they 


And there's the principle of cost effect 
Which involves not just making products that con- 


tribute to our bottom line, but to our customers 
If these principles made sense before 


Finally, the pursuit of technolog 
lence. A pursuit that goes beyond the factory floo 
be even more crucial in the future. 


to every corner of our corporate life 
Which is why we feel the urgency about mak 


bottom line. 
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YOUR WINGS 
ACROSS 
THE PACIFIC. 


o 
Osaka 
Seoul 
Beijing \ 
Shanghai 


Hong Kong 
Taipei 


Ihen business takes you to Banghok 
2rica, it may not always be 

lew York, Los Angeles or Manila 
| Francisco. 

hat's why it's nice to know 
'e's an airline whose wings can Auckland 
y you to all of America. 

nited Airlines can fly you Sydney 
stop to New York, Los Angeles, Mollibuhne 
| Francisco, Seattle, Portland 
lonolulu. And then on to any 
jore than 150 cities in all 50 

ied States, including the largest 
in every state and more top 
iness centers. 

verything goes more smoothly 

i one airline handling the 
eduling and baggage for your 
re trip. And as you cross the 
ific there's United's exceptional 
al Pacific Service to enjoy. 
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o the next time you travel to ~ P g MEENE " 
2rica — whether to the East Vue not hist flüing 

ist, West Coast, or somewhere vous fing ihe friendly skies. 





etween — choose the airline 


all our travel agent or United. | UNITED AIRLINES 










" THE festive season n approaches and 
to the nauseating, jingles and ads adjur- 

| ing potential customers to spend, 
spend, spend, tho m distillers and 
wine merchan dding suggestions 
| e marked Pi 
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; being done between one 
'operty man and another 
Bilman, or between one daft 
vner and a slippery one. The 
Message appears to be: if you drink 
thes | Tag of cognacs, you must be a 
crook, a sucker or plain stupid. 
: Hongkong' s.alcoholic consumption, 
however, will hardly match that of the 
stralians — if the fate of the Aussie 








» Lloyd’s Maritime 
gh | and dry on the 


In the week before the grounding, 
the vessel had taken on board 29 litres of 
gin, 54 litres of rum, 117 litres of whisky, 
11L.litres of vodka 49 litres of liqueur, 

40 cartons of beer — all 
r a crew of 32. Apparently some of its 
members .became tired and emotional 
as a result, and the Alltrans steamed 
blindly for three hours through a busy 
waterway before ending up on the reet. 
. But the crew did not realise the vessel 
was aground. for another 20 minutes, 
during which time it continued to steam 
full ahead, ending up with A$1.2 million 
(US$789, 473) worth of damage. 
Even so, the court of inquiry's rec- 








ommendations were hardly punitive. It 


| „was. suggested that drinking of low-al- 








and that "drinking should be re- 
icted to 12 hours a day." 
.A BOOZER is apparently regarded 


` with some respect in Australia. Earlier 


this year a Melbourne court proved the 
tight of Keith Dare to earn outdoor 
work rates while working indoors. 
Dare, who worked with the Aviation 
- Department in the open air until moved 
to a clefical job, at reduced wages, some 
“years ago, suffers a rare allergy to the 
cold: cold winds, cold lavatory seats and 
| even a glass of cold beer was enough to 
give Dare a nasty rash, Backing 
the verdict on appeal, Judge Charles 
Sweeney said that being forced to let a 
beer stand for an hour before drinking it 
"could be said. to. be the ultimate sāc- 
| rifice." 
| @ WHICH reminds me of the story of 
vo Australian sheep drovers in 
ck, one of whom began to 
. “It’s a great city: 
dation, free booze, free 








rans is. any guide. The : 


ohol beer (none of which variety the | 
Alltrans had in store) should be encour- 


A 


food and all the sex you can handle." 


“How would you know?" said the: 


other. " You've never been to Sydney." 
"I know,” said the first. “But my sis- 
ter has." 
e JUDGES do not deliver themselves 
of curious statements only in Australia. 
The Hongkong Government, in tune 
with its policy of acquiring greater pow- 
ers so that these can be handed over to 
the post-1997 Hongkong authorities, is 
pushing ahead with its Objectionable 
Publications. bill. The media are as- 
sured that this is primarily directed 


against pornography and obscenity, but 


of course it will be equally easily used 
against dissenting voices. 

But what then isone to make of cer- 
tain remarks from the bench by a judge, 
Justice Miles Jackson-Lipkin, who ear- 
lier this year presided over a property 
dispute between two local firms? It was 
a complicated, unsatisfactory wrangle, 
at the end of which the good judge 
opened his judgment in extraordinary 
words which could well fall within the 
meaning of any anti-obscenity law: 

*For 21 days I have been addressed 
on leaking ladies’ lavatories, enlarged 
orifices and inadequate diaphrams and 


female parts devoid of a good screw and- 


female parts inadequate to hold such 
Screws as were supposed to lodge firmly 
in them." 

€ A LETTER to a local newspaper 
complained that a banquet. offered to 
the supporters of a successful candidate 
in the elections to one of. Hongkong's 
new bodies, the Regional Council, con- 
stituted a bribe: so obvious that it should 
have attracted the attention of the Inde- 
pendent Commission Against Corrup- 
tion. The headline, however, implied a 
different malpractice: as " 


ICAC renetion ioe 
. to blatant brides 





chair, logged over 40,000 km around the 


world, ending up with the final segment | 
of his journey across Canada — unfortu- 


nately at the time the. Bangkok Post 
headlined the story: 


Paraplegic 
on final leg 


€ SENSITIVITIES can run high and 
also cause misunderstandings. Earlier 
this month Kuala Lumpur's New Straits 
Times ran a headline: 


Danger of AIDS 
from foreign . 
prostitutes 















-@ A SICK twist to the story of the young | 
Canadian paraplegic who, in his wheel- | 



































Caucasian a may ders nor 
than they bargained for. They could 

up with AIDS. The warning came froi 
Director-General of Health Tan Sri 
Abdul Khalid Sahan who advised a 
mediate check-up at a hospital or c 
after a sexual relationship with a fo 
eigner.” zs 
Fair enough: the incidence a A 

is still. overwhelmingly confined to 
West® where: it is. still overwheli | 
confined to Blacks and homosex 
Even.so; the risk in Malaysia . o 
appear as. the. minister implied 


i^ 








po 
"More than 400 call pies were picke 
by city police so far this year. Of tl 
three each came from India and S 
America and another from. 
many; while the rest wi were, from 
land.” 
So out of 400 g girls there was 
Westerner, and no one suggested 
she had AIDS. Perhaps. she wa 
rested at the. headquarters of a 
Lumpur company, whose. sign 
photograpigd s y Andrew Chua 
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e THIS new form of the plague. 
tainly has many people . 
Chinese are wondering whether it c: 
be transmitted. via chopsticks. wi 
Christians . are deg apii bei th 





AIDS: ‘Chalice i is em 















in November, a. headline . in 
Buenos Aires Herald intimated tha 
was taking all possible precautions: 





Pope, on tour, sh 1S 
use of contraceptive 


Another headline, from Ta 
China News on 22 October, would in 
cate that potential dagger. of infecti 
extremely high in t Subcontinent: 








Most Women in India 
Sold to Brothels by. 
Relatives, Stu 
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Frontier on a knife-edge 


Kabul warns Pathans to block rebel supply linas 


By Ahmed Rashid in Peshawar 


A continuing wave of bomb blasts, 
increased tensions between Afghan 
refugees and the local population and 
the insecurity generated by the presence 
of Soviet troops on the Pakistan- Afghan 
border has unsettled the Nortlf-West 
Frontier Province (NWFP). 

In late November the Soviet forces in 
Afghanistan forced the  anti-Kabul 
mujahideen guerillas to abandon Kama 
Dakka, a crucial staging area on the 
weapons-supply route from NWFP into 
Afghanistan. The area, just four miles 
from the Khyber Pass and the Pakistan 
border, fell after 10 days of intensive 
shelling. More thaseag000 Soviet shells 
fell on Pakistani territory in an obvious 
attempt to intimidate Pakistan’s Pathan 
tribesmen, who live in the sensitive tri- 
bal belt along both sides of the border. 

The Kabul regime has told the tribes, 
through intermediaries, to block the 
mujahideen supply routes if they want 
to live in peace. In November a well-at- 
tended convention, the first of its kind, 


_ of the Tehrik Ittehad-e-Quabil (Move- 


ment for the Unity of the Tribes) was 
held in Peshawar. Speaker after speaker 
from the tribal belt attacked the CIA 
and Islamabad’s policy of bowing to 
American wishes in supporting the Af- 
ghan guerillas. 

Sayed Yousuf Hussain, who presid- 
ed over the convention, told the REVIEW 
that they were planning to convene atri- 
bal jirga, or council, which could 
mediate between Kabul and the Afghan 
refugees to bring the war to an end. “We 
will block the routes for the guerillas 
into Afghanistan.” 

The Tehrik blames the presence of 


Bombs in a 
shoe-box 


An array of Soviet explosives 
keep the police busy 


Q n the walls of his office in Peshawar, 
retired major Ghulam Hussain, 
now assistant inspector-general of 
police, has colour-coded charts showing 
the detonating times for Soviet fuses. 
Like a magician; Nussain pulls out of his 
desk drawers, Soviet anti-tank mines, 
grenades and rockets. In a cupboard 
there are watch-detonating devices, 
fuses and the dull yellow-coloured RDX 
explosives in many shapes and forms 
— solid bricks, granules, cylinders, 
which can fit into a shoe box. All the 








Soviet troops in Afghanistan for the 
present civil var, but Hussain said: “It is 
really American imperialism and the 
CIA arms pi»eline which has made the 
tribal areas into the battleground where 
our children are dying." 

A tribal tnreat to block the guerilla 
supply routes into Afghanistan is being 
taken seriously by Islamabad because it 
could lead to clashes between the tribes 
and the mujahideen, both sides being 
heavily armed. 

The people of Peshawar also blame 
the Afghan zuerillas and the Pakistan 
Government for the wave of bomb 
blasts in the city, though it is generally 
acknowledged that the bombs are being 
planted by Khad, the Afghan intelli- 
gence agency, in order to sow unrest in 
the province. 

A bomb blast in November killed 
nine people and injured 22 others in a 


beet 


Soviet-made explosive devices. 





devices have distinct Soviet markings. 
Hussain has had the unenviable task 
of heading the bomb-disposal unit of 
the North-West Frontier Province 
since 1980 ard he is a very busy man. 
“For every device that explodes we cap- 
ture many others on the [Afghan] bor- 
der when these are brought into Pakis- 
tan,” he tald the REVIEW. RDX 
granules which look like chemical fer- 
tiliser are smuggled in from Kabul in 
gunny sacks and then made up into 
high-explosiv2 devices in Peshawar. 





bazaar area of Peshawar, which is usu- 
ally packed because it thrives on selling 
cheap imitations of foreign-made con- 
sumer durables. The carnage reSulted 
in a spontaneous two-day strike in the 
city. 

Local shopkeepers said they were 
fed up with the Afghans and wanted an 
immediate settlement with Kabul so 
that the 2.7 million Afghan refugees 
could go home. “If the guerillas are kill- 
ing Russians in Kabul, naturally the 
Russians have the right to try and ki 
them here," said one shopkeepe 
echoed the local sentiment g@ 
Islamabad for its inabilit 
the security of the city’s st 











ccording to local police 

there have been 48 blasts i 
vince this year, 31 of them in Pt 
A special tribunal was set up two years 
ago to try the perpetrators but only re- 
cently have 21 people gone on trial in 
secret. Of those 11 are known to be 
Pakistan nationals, the rest being Af 
ghan agents or refugees. However, po 
lice officials admit that they have not 
been able to crack the terrorist network 
in Peshawar. 

Pakistani officials are wary of mak- 
ing the trial more public be- 
cause the proceedings could 
clearly implicate Moscow and 
Kabul in the wave of bomb- 
ings. This is something Is- 
lamabad appears hesitant to 
publicise presumably because 
of the continuing indirect 
negotiations with Kabul under 
the UN auspicies. 

However, local resentment 
against what is considered Is- 
lamabad’s lack of will in 
negotiating with the Soviets 
over an Afghan settlement is 
widespread. Senior police of- 
ficers and bureaucrats admit- 
ted that public anger has been 
on the rise and the local admin- 


Hundreds of timing de- 
vices, including the lethal 
"lead-piece delayed system" 
which uses a coiled wire to dig 
into a piece of lead for a de- 
layed explosion have been 
caught by Hussain and the trio 
of policemen who Help him. 
The wires are colour-coded to 
indicate the fuse timings and it took 
Hussain months to work out the timing 
codes, because no manuals are available 
on Soviet explosives. 

“The worst type of prepared charge 
being used in the bazaar right now is the 
magnetic mine which cannot be defused 
without blowing up the target," he said. 
Anti-tank mines are laid on the roads to 
blow up small Suzuki pickups and the 
blast is so devastating that the victims’ 
bodies are blown to bits. 

Police officers in Peshawar privately 
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istration is being made the scapegoat 
for a bankrupt foreign policy. “Why 
should we be made to suffer in this war? 
This is not our war, this is America’s war 
but we have become the battleground,” 
a senior Pathan bureaucrat told the 
REVIEW. 

Opposition politicians go even 
further. “You have all the ingredients 
for a civil war [in the province] now,” 
said Abdul Wali Khan, leader of the 
Awami National Party and a staunch 
gathan nationalist. “You have numer- 
Mitias among the Afghans, Pakis- 
religious] fundamentalists 
lenty of arms are pouring 
ovince through the CIA, 
bt of ready cash through the 
ade and also these bomb 
































awar is a city living on a knife- 
Hundreds of local families have 
] out of the city because of the fear 
mb blasts and the Afghan guerillas 
o occupy people's homes with the 
elp of their CIA-supplied Kalashnikov 
assault rifles. 

Urban amenities are totally in- 
adaquate to cope with the deluge of re- 
fugees, and the city's population trebles 
every morning when Afghans pour into 
town. Traders complain that the bazaar 
life and business is half of what it was be- 
cause of the constant fear of bombs. 
Two-man police patrols can be seen 
constantly in the bazaar and at night the 
police patrol in groups of five. 

So far Islamabad has been able to 
cordon off events in the NWFP from the 
rest of the country. The huge influx of 
cash into the province from the heroin 
trade and US refugee aid has also 
helped to temporarily smooth over the 
worst tensions. However, there is a dis- 
tinct possibility that Kabul-sponsored 
terrorism could spread to other pro- 
vinces and a tribal war could break out if 
Pakistani Pathans refuse to let Afghan 































Soviets in Afghanistan. 








the Kabul regime are behind the wave 
of bomb blasts, but they do not have 






who is running a very efficient organisa- 
tion for Khad right here in Peshawar, 






REVIEW. Those they have caught are 
only the couriers and bomb planters. 







nothing of the organisation," said an of- 
ficial. 

Police sources claim that every bomb 
planter is paid according to where he 
places the bomb and how much damage 
is caused. Bazaar bombs which are the 
easiest are the least lucrative, while the 









the planter. 
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Pathans cross the border to fight r 





admit that they know the Soviets and 
conclusive proof. “There is a Mr Big 


but we have not been able to get hold of 
him yét,” a police officer told the 


“They are just mercenaries who know 


bomb that blew up the Pakistan Inter- 
national Airlines office last summer was 
worth at least Rs 25,000 (US$1,460) for 
— Ahmed Rashid 
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Carnage in Karachi 
Ethnic riots erupt as army moves against drug dealers 


By Husain Haqqani in Islamabad 
A major military operation against il- 


legal arms and narcotics in Karachi 


has sparked unprecedented violence in 
the overcrowded multi-ethnic city. At 


least 150 people were reported killed 
and almost 500 severely injured in the 
first two days of rioting by Pathan immi- 
grants from the North-West Frontier 
Province. Pathan gangs armed with au- 
tomatic weapons attacked the homes 
and property of other ethnic groups, 
shooting indiscriminately and burning 
people, including children, alive. 

The army imposed a curfew on most 
parts of the city but even the military’s 
heavy presence did not suffice to restore 
complete order. The recent round of 
violence confirmed fears about 
Karachi’s vulnerability to ethnic and po- 
litical unrest and sparked rumours 
about the military’s dissatisfaction with 
the civilian administration’s ability to 
handle the situation. 

Although ethnic tension between 





Pathans and Urdu-speaking Muhajirs | 
— the latter migrated to the city from | 


India since 1947 — has persisted, 
the recent violence was sparked by an 


army operation against narcotics ped- 
dlars in the northwest Karachi suburb of 


Sohrab Goth. On 12 December, the 


military surrounded Sohrab Goth and 
started a house-to-house search for il- 
legal arms and drugs in what was called 


Operation Clean-Up. 


Sohrab Goth, inhabited largely by 


Pathans, had become a haven for or- 


uy" 3 
A. , 
- 


ganised crime and the police had failed 
to arrest criminals from the locality in 
the past due to armed resistance by resi- 
dents as well as corruption within their 
own ranks. | 

The drug mafia of Sohrab Goth, 
linked through financial involvement 
with some Pathan political leaders, has 
been one of the major targets of criti- 
cism from other ethnic groups in 
Karachi. Despite criticism over the gov- 
ernment's failure to act against narco- 
tics dealers earlier, Operation Clean- 
Up was welcomed by most political and 
ethnic groups. 

Large quantities of illegal weapons 
and narcotics, includiag heroin, were | 
seized during t#® operation, though | - 
leaders of drug-dealing gangs escaped 
arrest, possibly due to a tip-off from | — 
their contacts in the local police. On the | — 
third day of the army operation, some | - 
Pathan leaders issued a statement call- | | 
ing for the withdrawal of the army from 
Sohrab Goth. They were supported by | - 
Abdul Wali Khan, the Pathan : 
nationalist leader of the Awami Na- 
tional Party. ; 

Wali Khan arrived in Karachi on the 1 
first day of serious rioting and said the | - 
government was discriminating against 
the Pathans. Organised gangs of 
Pathans went on the rampage in several 
parts of the city in what was clearly an 
attempt to create a diversion from the 
operation in Sohrab Goth. 

On the first day of violence, rioters 
attacked the Muhajir suburb of Orangi 
and killed 50 people before the arrival 
of the army. The next day armed attacks 
on non-Pathans continued in defiance 
of a 24-hour curfew and Muhajirs re- 
taliated by attacking Pathan targets in 
other parts of the city. 

Among the measures planned by 
the authorities just before the riots was 
the repatriation of Afghan refugees set- 
tled in Karachi to refugee camps along 
the Afghan border. Opposition politi- - 
cians have criticised the inability of the 
government to anticipate the ethnic di- |. 
mension of the reaction to Operation | — 
Clean-Up as well as the civilian au- | 
thorities' incompetence in dealing with 
the law-and-order situation in Sindh 
province. 

: Benazir Bhutto, the leader of the op- 
position Pakistan People's Party, ac- 
cused the governmept of "enacting a 
gory drama" in Kargthi “to perpetuate 
unconstitutional rfie.” Officials, how- 
ever, retorted that the opposition was 
trying to-make political capital out of an 
unfortunate situation, conferring re- 
spectability on professional criminals 
through criticism of law-enforcing agen- 
cies. R] 
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Deng; a provincial city street; Gorbachov: no substantive concessiens. 


The road to Phnom Penh 
is blocked by Moscow 


Ac might be forgiven for con- 
cluding that the Indochina prob- 
lem, like the poor, will always be with 
us. That problem in its current phase — 
with Vietnam’s occupation of Cam- 
bodia — cannot be detached from its 
wider regional and global context, 
which gives it a distinctive feature. Al- 
though the conflict over Cambodia has 
its source in pre-colonial antagonisms, it 
is encompassed and sustained by a 
structure of competing global and re- 
lated regional alignments which stand in 
contrast to those which characterised 
the Cold War. 

In an important respect, it was the 
emergence of that structure during the 
early 1970s which paved the way for the 
end of the Vietnam War and drew the 
battle lines for the Cambodia conflict. 
The latter is now entering its ninth dry 
season as a continuing affliction for the 
Cambodian people. With that affliction 
in mind, it merits asking what has 
changed in essence about the conflict 
over Cambodia since the installation in 
Phnom Penh by Vietnam of a govern- 
ment of its own choosing in January 
1979. And if there has been a change of 
any significance, what does that change 
portend for the resolution of the pro- 
tracted conflict. 

At the regional level, little of sub- 
stance would appear to have changed. 
Vietnam may have returned itself to the 
economic rack but there has not been 
any sign, so far, tI its society and gov- 
ernment have reachd that threshold of 
pain likely to make the politburo in 
Hanoi compromise its insistence on a 
special relationship with Cambodia. 

The fractious Khmer resistance 
movement subsumed nominally under 
the leadership of the tripartite Demo- 


30 


cratic Kampuchea coalition has become 
increasingly effective in harassing the 
Vietnamese army of occupation and the 
client administration. Moreover, within 
Cambodia, a sense of having been liber- 
ated from the bestial totalitarianism of 
Pol Pot — waose Khmer Rouge ruled 
Cambodia between 1975 and 1978 and is 
credited with killing hundreds of 
thousands of Cambodians — has given 
way to a growing resentment of Viet- 
namese rule. But that harassment — 
especially by -he Khmer Rouge, the re- 
sistance coalition's communist faction 
— and popular alienation are not suffi- 
cient to prise rhe Vietnamese from their 
grip on Cambodia as long as they can 
sustain their forces there. 

There is l:ttle doubt that the Viet- 
namese have been increasingly dis- 
turbed by the nomentum of working ac- 
commodation between China and their 
Soviet benefactor. In Hanoi the likely 
consequences of a qualitative political 
change in Sino-Soviet relations are well 
understood and contemplated with 
grave apprebension. Such apprehen- 
sion would seem to explain yet another, 
if abortive, attempt to engage Prince 
Norodom Sihanouk — leader of the re- 
sistance coalition and one of its non- 
communist factions — in dialogue and 
also the recen: change in the tone of the 
relationship between Laos and Thai- 
land. These initiatives would seem to 
have been the product of the 28 July 
speech made by Soviet leader Mikhail 
Gorbachov ir Vladivostok which was 


Michael Leiter is currently visiting 


professor of political science, Na- 
tional University of Singapore. 
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Gorbachov’s concession 
bolic and token, receive 
ception in Peking. Conspicuvus vy no 
absence was any hint of accommodation 
over Cambodia. Indeed, he main- 
tained: “It is impermissible to try and 
draw it back into its tragic past.” The 
basic source of the Cambodia conflict 
was located realistically in Sino-Viet- 
namese relations whose normalisation 
was suggested as the key to its resolu- 
tion. Chinese leader Deng Xiaoping re- 
sponded by placing the onus of a solu- 
tion on the Soviet Union with an offer to 
travel to Moscow in return for its gov- 
ernment’s withdrawal of support from 
Vietnam over Cambodia. 

The Soviet Union’s unwillingness to 
compromise over Cambodia has been 
more than matched by China’s obdu- 
racy. Indeed, because of the change in 
tone of its relationship with Moscow, 
Peking would appear to be enjoying the 
best of all political worlds. Assured 
that superpower collusion remains 
obstructed by continuing tension be 
tween Moscow and Washington, it can 
draw comfort from Soviet overtures 
while sustaining fruitful relationships 
with the US and Japan. Accordingly, 
China is not confronted with any press- 
ing reason to compromise its commit- 
ment to an independent foreign policy 
or its patient determination to bring the 
Vietnamese to heel. x 


> 
© 
E 


=N 





he Chinese Government finds itself 

in the fortunate position where it can 
take a Soviet carrot, eat it and then ask 
for another one. Sihanouk, in some an- 
guish, has indicated recently China’s 
unwillingness to countenance revision 
of the structure of his coalition govern- 
ment in favour of the two non-com- 
munist factions. It would appear to re- 
pose primary confidence in the fero- 
cious military cutting-edge of the 
Khmer Rouge; the objective being to 
deny Vietnam’s dominance in In- 
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p goes Cabe ia. Ch tia has become 
the Beneficiary of the prevailing struc- 
ture of global alignments and has been 


a to sustain a: > T j yof attrition at 








Moreover, its 
in alignment can also 
not find any rea 


evise a policy di- 
rected at disadvantaging the client of a 
global. adversary.: 


American p: 





















; Indeed, Washington 
to stiffen the military re- 
along the border with 
igh negotiations over 
a US war-reserve arms 
: ailand. To the extent that 
“draws. comfort from both 
and American resolve, then it 
IO) prove difficult for any other 
government to revise the associa- 
)i'sconsensus on Cambodia. 
If one asks what has changed in the 
conflict over Cambodia since January 
EA 1979, it. is eins Ho nature of the 


EE gni over, t 
tiative promoti n. hange Bas: come from 
Moscow. The object of the exercise has 
. been to promote political distance be- 
tween China and the US but, at the 
|] same time, to assert a legitimate Asian 
Sp n ntity which cannot find 
much favour! in Peking. Yet, ironically, 
that exercise has served China’s related 
goals of economic modernisation and 
national security but without serving 
Soviet interests to any great extent. 

- In Peking, the sticking point of Cam- 
bodia has been raised to primary posi- 
tion among China’s non-negotiable de- 
mands. The only concession made by 
the Soviet Union since Gorbachov’s 
speech in Vladivostok has been a pro- 
cedural one. After long refusing to dis- 
cuss issues involving third countries, 
.| Vice-Foreign Minister Igor Rogachev 
—. eonfirmed in mid-October that he had 
-discussed Cambodia with his Chinese 
"counterpart, Qian Qichen, during a reg- 

ular *biannual meeting on normalising 
relations. But that discussion would not 
seem to have proceeded beyond a state- 
ment of irreconcilable positions. 










In the current impasse over Cam- 


| bodia,the most direct partiesto the con- 
| flict have not shown any inclination to 
/|- make seibstantive concessions. For their 
part, the Vietnamese are bound to their 
conviction that an unfavourable trans- 
fer of power in Phnom Penh would pose 
a.serious threat to the security and even 
integrity of their geographically elon- 
| gated state. The Thais are content to 


_ Offer facilities of cross-border sanctuary - 


| and material resupply in the confident 
| assumption that China will not relent in 
its determination to make Vietnam pay 
avy price for its occupation of Cam- 
. For its part, China wooed politi- 
by. the Soviet Union and encour- 
y its practical relationship with 
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Hanoi that it is a permanent geopolitical 
fixture casting a shadow from the north. 
It is the Soviet Union which has 
taken upon itself for global reasons an 
initiative towards China in particular 
which has implications for the conflict 
over Cambodia. But in pursuing such a 
political opening, Moscow is confronted 
by a problem o major political damage 


limitation. Its commitment to Vietnam > 


at the time of the conclusion of its treat 


of friendship and cooperation. wit 


Hanoi in November 1978 was made in 
the name. of © proletarian. inter- 
nationalism. As an insecure superpower 
determined to register ae status and 
also as the self-styled leader of the 


“socialist commonwealth.” itis notat all. 


easy for Moscow to contemplate com- 
promising the interests of a renowned 
junior ally and.fraternal partner. There 
can be little doubt that if the Soviet 
Union withheld military and material 
assistance from Vietnam, then’ its ex- 
peditionary force in Cambodia would 
be confronted with, perhaps, an insur- 
mountable degree of difficulty. For that 
situation to arise from a blatant Soviet 
act of commission would irreparably 
damage the global standing of the gov- 


é Ironically, in committing 
itself so conspicuously to 
Vietnam, the Soviet Union 
has become ensnared in a not 
dissimilar trap to that the US © 
sprung on itself in its ill-fated 
involvement in Vietnam. 







ernment in Moscow, as well as pre- 
judice its military facilities in Vietnam. 
Ironically, in committing itself so. con- 


spicuously .to. Vietnam, the Soviet 
Union has become ensnared in a not dis- 
similar trap to that the US sprung on it- 
self in Vietnam. 

^ As dry season succeeds dry season, a 
military stalemate of a kind would seem 


the US continues to make the point to 
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to have overtaken the Cambodia con- 
flict. That stalemate arises in important | 


part from the willingness and ability of 


confrontation between local clients. 
The local clients cannot prevail over one 


another on the field of battle in any con- ` 


clusive sense, but because they are pro- 
vided with the resources to fight stick to 
their conflicting priorities. 


To that extent, nothing of funda- 


mental significance has changed since 
1979. Among the external. patrons, 


there has been a measure of change ex- 


pressed in Sino-Soviet relations. But 
that change deriving from Moscow's ini- 
tiative to an important extent has en- 
abled China to hold to its priority on 
Cambodia without . permitting the 
Soviet Union to make any substantive 
concession. Moscow should now under- 
stand that it cannot build a road to 
Phnom Penh via Moscow and Peking. E 
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Belated French battle 
for islanders’ hearts 


By Robert Keith-Reid in Suva 


A subtle campaign of enticement and 
persuasion has been launched in 
the South Pacific, where in the past 12 
months a dozen small, newly indepen- 
dent island states have found them- 
selves being wooed by the US on one 
hand and the Soviet Union on the other. 

But a new suitor has come in the 
shape of France, which after a decade of 
treating the region’s mini-states as a 
pack of infants too small to be taken 
seriously, is setting out now to win them 
back. | 

France is fighting back against at- 
tacks on its internwwOonal reputation 
over policies in racially and politically 
strife-torn New Caledonia, and in its 
sprawling domain of French Polynesia, 
a region the size of Europe. There, at 
Moruroa Atoll, 900 km southeast of 
Tahiti, about 100 nuclear weapons tests 
have rocked the ground since 1967. 

France's target is the 11 small island 
states which, together with Australia 
and New Zealand, make up the South 
Pacific Forum. Since its creation in 1971 
as the region's club of independent or 
practically independent states, the 
forum has emerged as an institution 
which, despite the minute size of many 
of its. members, commands a respect- 
able amount of international clout. 

For France, the forum has proven a 
serious headache. Its vigorous efforts to 
E the world to recognise a South 

acific Nuclear Free Zone that covers 





all three of France's Pacific territories 
— French Polynesia, New Caledonia 
and Wallis and Futuna — have so far 
won endorsement from nuclear powers, 
China and the Soviet Union. 

And the forum succeeded on 2 De- 
cember in its campaign to have the ex- 
plosive situation in New Caledonia, 
where native Kanaks are campaigning 
for immediate independence, taken up 
by the UN Decolonisation Committee. 

France's counter-attack is being di- 
rected from its Pacific jewel Tahiti, by 
Gaston Flosse, the debonair, silver- 
headed, charming son of a Polynesian 
mother and French father born at Man- 
gareva in the Gambier islands in 1931. 

Flosse has been a key figure in the 
political and business life of French 
Polynesia for more than 20 years, as a 
businessman, for many years mayor of a 
suburb of the French Polynesian capital 
Papeete, on Tahiti, and leader of the 
anti-indepencence Tahoeraa Huiraat- 
ira (Popular Union) Party. 

His Gaull:st party began its rise to 
power over a decade ago. Two years ago 
Flosse became president of French 
Polynesia, fo lowing constitutional re- 
forms that gave the territory more say in 
local government. Then, in a territorial 
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election in March this year, Flosse 
crushed a fragmented opposition of 
mainly pro-independence parties. 

The victory gave his party 22 of the 
41 seats in the local assembly. The party 
line is that without France Tahiti’s econ- 
omy would collapse and that full inde- 
pendence is out of the question. 

A few days after the victory Flosse 
was wearing a second hat, He was ap- 
pointed by France’s new, rightwing 
Prime Minister Jacques Chirac, a close 
personal friend, to the new ministerig 
post of France's secretary of s 
Pacific affairs. 

While running Frenc 
local affairs with an adroi 
quently hotly questioned ha 
also preparing to execute th 
given to him by Chirac. This 
suade island states to the west à 
that France is their friend. 

He must convince forum members 
Papua New Guinea, the Solomon Is- 
lands, Fiji, Nauru, Tonga, Western 
Samoa, Kiribati, Tuvalu, Vanuatu 
Niue and the Cook Islands that the test: 
at Moruroa are not a recipe for future 
disaster. 


losse will also stress France's belief 

that its presence in the region is 
every bit as legitimate as the colonisa- 
tion of their fellow Pacific forum mem- 
bers Australia and New Zealand by Bri- 
tain and the US occupation of Hawaii, 
Guam and American Samoa. 

He is out to impress on the highly 
development-minded and aid-conscious 
governments that French knowhow in 
such fields as aquaculture, tropical ag- 
riculture, solar power and ocean floor 
exploration for mineral and other re- 
sources, is often unrivalled. 

Much of this knowledge is the pro- 
duct of elaborate research centres in 


The testing goes on 


he major source of anti-French sen- 

timent in the South Pacific centres 
on the activities at Moruroa Atoll, 900 
km southeast of Tahiti. There, since 
1967, France has carried out about 100 
nuclear-weapons tests, according to the 
seismic monitors maintained in the 
Cook Islands by New Zealand. 

In May this year, the monitors pick- 
ed up what they said was a 150-kiloton 
blast at Moruroa — the biggest so far. 
The most recent was recorded this 
month. But Vice-Adm. Pierre Thireaut, 
a former Fremch navy jet fighter pilot 
who since 15 March has been command- 
er-in-chief of France's military forces in 
the Pacific, has a different view. 

He said it has been more than a 
dozen years since a nuclear weapon has 
been explodec at the atoll. In June 1975 
France responded to regional pressure 
by moving what had until then been at- 
mospheric tests underground after 


exploding 41 atomic devices over the 
Pacific. 4 

Thireaut, who is also commander of 
the 3,000-man nuclear test task force at 
Moruroa, told the REVIEW: “We are 
not testing weapons. Moruroa is only a 
physics laboratory. We do laboratory 
tests for testing the elemenfs.” He 
added: “We cannot give you *details. 
[But] there are no French nuclear 
weapons in the Pacific." 

France's critics say that the scores of 
underground tests conducted at the 
small atoll are weakening its structure 
and that eventually radioactivity will 
seep into the surrounding ocean with 
horrific repercussions for islanders 
thousands of kilometres away. 

“My response is no,” said Thireaut, 
who from 1974-75 was commander of 
the frigate E. V. Henry, based at the 
territorial capital and military head- 
quarters of Papeete on Tahiti. “There is 
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Tahiti. Next year in Tahiti and in New 
Caledonia in 1988, France will open the 
French University of the South Pacific. 
It will offer admission to non-French- 
speaking island students. 

Even before Flosse's appointment 
there had been a noticeable increase in 
the frequency of France's handouts of 
technical and other equipment to the re- 
gion's national and regional develop- 
ment organisations. For this year Paris 
has additionally given Flosse a CPF 
200 million (US$1.69 million) aid 
s distribute at his discretion. Next 
id, that sum will be doubled. 
being pummelled by the 
New Caledonia and the 
bars, France has left its initia- 
hte, say some observers. They 
s as belatedly trying to buy 
Repularity in a strategy which will 
founder on antagonism to a French pre- 
sence which was rapidly stepped up in 
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the early 1960s following the loss of 
France’s Saharan nuclear test site in 
Algeria. 

France actually began picking up bits 
of Pacific island real estate in the 1840s. 
In running them it treated them as iso- 
lated outposts of no great importance, 
but which it felt should be kept isolated 
from the winds of autonomy blowing 
from Pacific possessions that were get- 
ting independence from Britain, Aus- 
tralia and New Zealand. 

Flosse rejects suggestions that Paris 
has left its overtures too late. “Unfortu- 
nately until the present [Chirac] govern- 
ment, France had no policy in this part 
of the world.” 


losse said France’s increased interest 
was a response to the Soviet pre- 
sence in the Pacific. Last year the Soviet 
Union negotiated a since-expired 12- 
month tuna fishing deal with Kiribati. It 
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no radioactive risk. There is no risk of 
adioactive substances going into the 
Jcean. Everything is totally capped in 
basalt, not coral. There are some seis- 
mic vibrations down in the hole. 

“It is especially because of these seis- 
mic effects that in France we cannot find 
a big enough area without a village in it 
in which to build a test centre — that is 
the only reason." Moruroa threatened 
no ones said Thireaut, because only 
2,300 iflanders lived within a 500 km 
radius of the atoll. There were 1.2 mil- 


lion people within the same distance of 


the main Soviet test site and 14 million 
of the US test site in Nevada. 


7 «Nori how long France would con- 
tinue to use the atoll Thireaut said: 
“To have a credible nuclear deterrent in 
future we will have to continue the 
tests." It was difficult to say how long 
they would continue, he added. “It de- 
pends on French policy and the evalua- 
tion of weapons." 

France does not usually permit jour- 
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nalists and foreign visitors to inspect the 
atoll. Thireaut said he had doubts about 
the policy. “Personally I don’t have the 
authority to allow anyone to visit 
Moruroa. But personally I think we 
must show Moruroa, because every- 
thing is clear. I think it is worse to hide.” 

Gaston Flosse, leader of the ruling 
and anti-independence party Tahoeraa 
Huiraatira, told the REVIEW that he 
would oppose the tests if he believed 
they were a threat to the environment. 
“We do not manufacture the bomb at 
Moruroa,” he said. “Moruroa is a labo- 
ratory 500-600 m dèep. All precautions 
are being taken.” 

A team of Australian and New Zea- 
land scientists who were admitted to the 
atoll in October 1983 concluded that at 
present there was no danger of leakage 
or the leaching of radioactive substances 
from underground test chambers bored 
into the basalt core of the island. How- 
ever, they were not allowed unrestrict- 
ed access, and environmental pressure- 
groups such as Greenpeace say there 





has so far not reached agreement on a |- 


new deal, but is near signing one with 
Vanuatu and is talking trade with Fiji. 

Flosse intends to visit Pacific island 
capitals regularly to meet leaders and 
explain French policies which he says 
have been completely misunderstood or 
misrepresented by people who. want 
France out of the region. Early next 
year he will tour Fiji, Australia and New 
Zealand. 

Flosse is not intending to confine the 


roving ambassador side of his campaign | - 


to ong-way travel. He wants Pacific is- 


land leaders to see Tahiti for them- 
selves. Few of them have been there. 


All they have heard, complains Flosse, | 5 


is the bad side — the nuclear tests. 
Flosse wants to demonstrate to them 
the standard of living enjoyed by Tahi- 
tians under French rule — an incredibly 
high one because of military-related 
spending. Its US$8,625 per capita in- 
come is ahead of New Zealand's 


US$7,025, 10 tifffes higher than Papua - 


New Guinea's and 13 times higher than 
that of the Solomon Islands. 

So far the forum has been preoc- 
cupied with trying to avoid a bloody 
clash in New Caledonia between pro- 
independence native Kanaks and anti- 
independence White settlers. 

In a recent development, a decision 
by the Noumea Court of Appeal which 
ordered seven men to stand trial for the 
"Hienghéne massacre," of 5 December 
1984, has calmed some of the interna- 
tional indignation around the case. 

The seven had admitted to inves- 
tigating magistrate Francois Semur that 
with dynamite, shotguns, rifles and dogs 
they had ambushed and slaughtered 10 
young Kanaks of the pro-independence 
movement, the Kanak Socialist Na- 
tional Liberation Front. Two of those 
killed were brothers of Jean-Marie 


is no guarantee against future danger. 

In addition to commanding what 
France calls the Pacific Experimenta- 
tion Centre on Moruroa and a fleet 
which includes four frigates, Thireaut 
also has responsibility for two French 
citizens who provided a further irrita- 
tion to regional sensibilities. 

They are the two agents caught by 
New Zealand and sentenced to 10 years' 
jail for their part in sinking the Green- 


peace vessel Rainbow Warrior in Auck- © 


land harbour. One crew member died 
during what Paris at first denied and 
then admitted was sabotage by the 
French security service. 

As part of a deal imposed as a result 
of French trade pre 
land, Dominique JPrieur and Alain 
Mafart are instead serving three years 
on Hao Island, 900 km east of Tahiti and 
occupied by about 300 military person- 
nel. Hao, which has one of the longest 
runways in the South Pacific, was set up 
in the early days of nuclear testing. 

— Robert Keith-Reid 
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: that Flosse could c 


Tjib*ou, the Kanaky provincial govern- 
ment president, 

Citing an ancient statute permitting 
the taking of life in self-defence, Semur 
had ruled on 29 September that the 
seven had no case to answer. The ac- 
quitted men were portrayed in the White- 
controlled Noumea daily newspaper 
and TV service as returning war heroes. 

A subsequent appeal against the 
magistrate's ruling was upheld by the 
Appeal Court's panel of three judges on 
20 November. However, the seven re- 
main at large until their trial — which 
could be a year away. 

The forum's concentration on New 
Caledonia has meant it has given virtu- 
ally no attention to the matter of politi- 
cal development in French Polynesia. 

The ruling party's firm command in 


. French Polynesia indicates that though 
| there is talk of seeking independence 


from France among many locals who 
oppose the nuclear tests they have yet to 
achieve majority support. 


Fo believes independence would 
be a catastrophe. Citing the terri- 
tory's dependence on French money, he 
said: "It is not a question of losing our 
nationality. What we are looking for is 
more responsibility to be given to the 


_ territory, but within and with France." 


. The same message is being ham- 
mered by Pierre Angeli, who was the 
governor of French Polynesia from 1969 
to 1973 and in April this year, at Flosse's 
request, was posted back to Papeete as 
high commissioner. Angeli said there 
had been talk of independence when he 
had left in 1973. Since then, “there has 
been some slight increase in sentiment 
for independence but there has also 
been some moderation." 

The most extreme member of the in- 
dependence group is Oscar Temaru, 
leader of the Polynesian Liberation 
Front, who in the March elections be- 
came, with a fellow party member, the 
first candidate wanting complete inde- 
pendence to win seats in the territorial 
assembly for 20 years. Temaru is 
strongly opposed to France's nuclear 


testing programme. 


In allowing the territory some self- 
government, France has kept control of 
such key matters as finance, education, 


| currency, the police, internal security, 


justice, trade and external relations. 
What has made Flosse's anti-inde- 


| pendence party strong is the fact that 


time and again the three or four firmly 
pro-independence parties have tried to 
form a united front, only to fall out over 


| differences of policy and personality. 


nt on five years of 
power without having to fight off any 
serious challenge to his authority. 

But as he begins his courtship of the 
antagonistic island states, the question 


Most e could Ne Papeete agreed 


| that will inevitably confront Flosse 
| again and again is — what about the 


bomb? | R) 









Stalemate signals 





in New Caledonia 


By Hamish McDonald in Sydney 


A: France begins to spread its largesse 
around the South Pacific to win 
support for its continued presence, at- 
tempts to reconcile loyalist and pro- 
independence movements in New 
Caledonia — she immediate focus of re- 
gional evaluation — have reached a 
stalemate. 

The UN General Assembly vote on 2 
December by an 89-24 majority to have 
the Pacific island group re-inscribed on 
the UN list of non-self-governing ter- 
ritories — or colonies — came despite 
an all-out French diplomatic campaign. 

Numerous Asian countries not only 
voted in favour but joined the 13-nation 
South Pacific Forum in co-sponsoring 
the resolution, while many close North 
Atlantic allies abstained. 

Threats thet France might cut aid to 
weaker natioms, including the Philip- 
pines, if they voted for the resolution 
were probably counter-productive, as 
were jibes at the treatment of ethnic 
minorities in various countries, includ- 
ing Indonesia. 

The most vehement attacks were di- 
rected against Australia and New Zea- 
land, whose diplomats strongly lobbied 
for the resolution. But the attempt to 
cast France’s present policies in a 
favourable light by raking over the his- 
torical record of White settlement in 
those countries set a sorry basis of com- 
parison. The French efforts were de- 
scribed by Australia’s UN Ambassador 
Richard Woolcott as a “bladder of disin- 
formation.” 





After the vote French spokesmen 
said Paris had no intention of complying 
with the UN ruling’s formal entail- 
ments: chiefly to make regular reports 
on the territory’s development 
steps towards self-determinatigg 

Prime Minister Jacque 
government said it would p 
July with its planned refe 
New Caledonia's 146,000 peo 
will ask them to choose betwee 
dependence or greater autono 
remaining a part of France. Y 

But on a visit to New Caledonia 
a week later French Minister for 
Overseas Territories Bernard Pons ad- 
mitted that local political processes 
had reached a “blockage.” Dialogue 
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Benefits of the bomb 


N othing has changed Tahiti and the 
130 other islands which make up 
French Polynesia as much as the social 
and economic impact of France's nu- 
clear-testing programme. France car- 
ries out its work at what it describes as 
its Pacific Experimentation Centre on 
the atoll of Mururoa, deep in the heart 
of a territory which covers more than 4 
million km? of ocean, coral and volcanic 
peaks. 

Until the early 1960s French 
Polynesia was a classic colonial back- 
water, though the erotic allure attri- 
buted to Tahi — not totally without 
justification — by a succession of writ- 
ers, poets, artists and adventurers, had 
made it a special one. It existed on ex- 
ports of copra, a little vanilla, some 
pearls and pearl shell, spending by the 
few tourists who reached it and a smat- 
tering of spending by Paris. 

But what France has spent in Tahiti 


in the past 20 years and why has changed 
all that. This year, for a population of 
172,000 in the territory, according to 
High Commissioner Pierre Angeli, 
France's military and civil spending 
there will total about US$712 million, of 
which US$424 million will be spent by 
military forces involved in the quclear 
tests. The territorial government 
budget runs at about US$392 million. 

Officials in Papeete, the capital of 
Tahiti and French Polynesia, acknowl- 
edge that the impact of the work of the 
experimentation force has had an un- 
balancing effect. “It is true that the 
economy can be considered as being an 
artificial economy," said the president 
of the territorial government, Gaston 
Flosse. 

“It is also true that the government 
of France injects a great deal of money, 
particularly for public servants. But the 
objective that we have is to try to reach 
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and consultation had halted for the time 
being because of the “unreasonable” at- 
titudg of the Kanak Socialist National 
Liberation Front (FLNKS), he said. 
The FLNKS is the pro-independence 
coalition which has drawn backing from 
an estimated 80% of the 63,000 Kanaks 
who comprise the indigenous Melane- 
sian population of the archipelago. 
While in Noumea, the territory’s 
capital, Pons announced that eligibility 
for the referendum would be confined 
hose resident in New Caledonia for 
gars Or more, instead ofthe usual 
' electoral qualification. 
s judged this as no more 
en change: it would still 
Dverwhelming predominance 
, Polynesian and other immi- 
munities on the voting rolls. 


his/settler majority was explicitly 
engineered by France in the 1960s to 
maintain its hold and, given French con- 
«titutional insistence on equal represen- 

ation, has led to the basic conflict with 
anak nationalism. 

In May 1985 the previous Socialist 
Party government under prime minister 
Laurent Fabius adopted a plan that 
through judicious drawing of bound- 
aries gave Kanaks control of three of 
four new regional governments. Its 
stand on eligibility for a self-determina- 
tion vote by the end of 1987 was not an- 
nounced, but the question was to be 
shaped in a way that gave settlers an as- 
surance of continuing French support 
after independence. 

After Chirac's election victory in 
March 1986 this was reversed; those 
who favour staying with France are 
promised more autonomy, those who 
want independence are promised no- 
thing. 

In response, Kanak leaders declared 


economic autonomy. It won't be easy 
»ecause we don't have many natural re- 
ources," Flosse added. 

Although Tahiti's 1,036 km? of land 
is one-quarter of the 4,000 km? which 
make up 130 islands in five widely sepa- 
rated groups — the Society, Marquesas, 
Gambier, Austral and Tuamotu — most 
of the land area is very mountainous or 
it has a poor, flat atoll structure. 


i 

French Polynesia’s 4 million km? of 
ocean gives it the South Pacific's big- 
get Exclusive Economic Zone. Due to its 
airly low, cool latitude it is not particu- 
larly rich in fish. However, recent work 
by French scientists has indicated that 
big areas of the sea bed may be covered 

with deposits of important minerals. 
Meanwhile, spending by the 3,000- 
man nuclear task force in Tahiti, plus 
the impact of tourism — which has yet 
to spread much beyond the Society Is- 
lands — has had serious consequences. 
The capital, Papeete, with its high 
wages and better standard of living, has 
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Kanak militants: independence reversed. 





a boycott of the referendum. A FLNKS 
spokesman said the only question to be 
decided was whether the boycott would 
be "active or passive." France is thus 
threatened with a repetition of the 
November 1984 exercise when territo- 
rial assembly elections were rendered 
meaningless by a Kanak boycott. 

The next few months will no doubt 
see Kanak factions wavering over “ac- 
tive" and “passive” disruption of the 
French process. Loyalists in the Ras- 
semblement pour la Calédonie dans la 
République (RPCR) party — well-prac- 
tised at manipulating conservative 
French politicians — would not be un- 
happy to see some violence from 
FLNKS radical factions and have in the 
past provoked it. 

Should a majority of Kanaks boycott 
the referendum, the result will be fatally 
flawed in UN eyes given that re-inscrip- 
tion implies greater weighting on the 
opinion of the indigenous people. 

The greater impact of the UN vote 
could, rather, be felt on the delicate 


become a draw for outer islanders. 

French Polynesia's islanders have 
largely shifted to Tahiti, where 69% of 
the territory’s population now live, 
while another 5% is on Moorea, 20 km 
across the sea from Papeete. Nearly half 
the territory's population (47%) live in 
Papeete. Half the population is under 
the age of 20, with 80% under 40. Un- 
like the Kanaks in New Caledonia, 
Polynesians are in a majority with 70% 
while another 15% are of mixed Euro- 
pean-Chinese-Polynesian stock — 11% 
European and 4% Chinese. 

When the nuclear task force began 
arriving in 1963-64 islanders left their 
vanilla plantations to work for it. Copra 
and pearl shell output dwindled. As 
spending by France flooded the terri- 
tory with francs, inflation set in and im- 
ports soared while exports shrank. Last 
year imports not related to the military 
was about US$85 million while exports, 
of copra and cultured pearls, amounted 
to only US$6 million. 

Thanks to the bomb French Polyne- 


“co-habitation” of Chirac and President 
Francois Mitterrand, whq since Chirac’s 
victory has insisted on joint decisions in 
foreign policy. The Socialist Party presi- 
dent may feel the circle of New 
Caledonia policy is getting too vicious. 


reacted predictably to the UN vote. 
“We shall take no notice,” said Minister 
of the Interior Charles Pasqua. His col- 
league Pons was quick to point out that 
among the sponsors of the resolution 
were «ountries like Afghanistan, Libya 
and Chile. 

Le Monde, which supported the 
former evolutionary approach of the 


real problems were only just beginning 
and that France would henceforth be 
under constant pressure to admit UN 
observer missions which it would have 
to turn down. The vote could also be- 
come an annual ritual and if as expect- 
ed, the referendtim goes well for Paris, 
there could be calls for a full UN debate. 

Pasqua, who was once a member of 
the Gaullist strong-arm squads which 
kept order at rallies, has been to New 


Caledonia and, like so many visitors 


from Paris, came down heavily on the 
settlers' side. 

His view is one widely held by French- 
men of all political hues, from the ex- 
treme Right to the Socialist Mitterrand: 
the Australians and New Zealanders 
are in no position to give advice to 
France on native questions, considering 
their past history. As for the UN, it 
would do better to occupy itself with the 
countries where human rights were 
being violated. 

But the UN vote has been a blow to 
France's much-criticised policy in the 
South Pacific and is likely further to sour 
relations with countries in the region. EI 


sians have a US$700 monthly minimum 
wage, but French civil servants posted 


to Papeete from Paris complain that the | . 


cost of living is officially gauged at 78% 
above the metropolitan rate. 

Tahiti manages to produce 20% of its 
own coffee, half its vegetables, three- 
quarters of its fruit, a quarter of its milk, 
11% of its poultry, 80% of its eggs and 
85% of its beef. But virtually everything 
else must be imported over a distance of 
at least 300 km of ocean. Practically the 
only hope for the future is tourism and 
possibly aquaculture. . 

It was not until 1979 that Tahiti's 
tourist industry reached the 100,000- 
visitor mark. This year, pumped up by 
new services by AirgFrance and Con- 
tinental Airlines, fasion to those 
run by UTA, Aif New Zealand and 
Qantas, the island can expect 160,000 
tourists. The target of the Tourist Board 


is to increase the number of hotel rooms | 
from 2,700 to 4,000 by 1990 and the — 


number of tourists to 220,000. 


— Robert Keith-Reid | 


Socialists to New Caledonia, said the . 


> Michael Field writes from Paris; France — 
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By lan Buruma in Honolulu 


emmo and Leonie, loyal servants of 
“wd the Marcos government, like to call 
themselves refugees. Gemmo, a fermer 
army officer in Mindanao, was jailed 
after the February revolt, but managed 
.to escape with the help of a guard who 
was the cousin of a friend — or the 
riend of a cousin, I forget which. 
eonie was a rebellious priest before 
eing converted to the Marcos cause 
uring the martial-law period. Both 
en are still loyal to the Chairman, as 
hey call the former president of the 
Philippines. 
. It was their task to find out who we 
ere before allowing an interview with 
arcos. "We" consisted of myself and a 
an from the /rish Times, stopping over 
n the way back to Dublin from New 
;ealand. He had never been to Asia. 
emmo and Leonie took us to a Japan- 
se bar, where hostesses stroked our 
ees and sang songs. The two men 
poke with nostalgia of the martial-law 
years. They slapped our backs and 
boasted about all the girls they used to 
put on their expense accounts. "Target 
practice" they called it. The Irishman 
seemed a little perplexed by it all. 
- The new Marcos home in the hills 
overlooking Honolulu and the ocean is 
luxurious but not palatial — the kind of 
ace in which a successful building con- 
actor or mafia boss would live. The 
house is guarded by a dozen or so burly 
lipinos in T-shirts. It is furnished with 
leous Chinoiserie and large pictures 
f the Marcos family. In the dining 








[^ 


i 2 X» 
Es mes edad H 
F 


sr ta ooh 





room 1s a recent colour photograph of 
Marcos, naked to the waist, flexing his 
muscles as in a Charles Atlas ad. 

The living room is filled with boxes 
of chocolates and sweets. “We need 
more candies like a hole in the head," 
said Imelda Marcos, who looked pleas- 
antly plump. ‘They all give us boxes of 
candy." "They" apparently means local 
Filipino-Ame-icans. "There's nothing 
to do here but look at the ocean and eat 
candy," said Mrs Marcos. 

"Imelda is in her own dream world," 
said a visiting Filipino film director who 
knew Mrs Marcos well. It is a well-re- 
hearsed dream world, though, which 
she appears to be able to switch on and 
off. She launcaed into a long story about 
how she sang a song for Gen. MacAr- 
thur in 1945, which had been especially 
written for he- by Irving Berlin. 

Marcos came in looking surprisingly 
fit. He had been jogging and working 
out with weights, he said. But a cold was 
affecting his war wounds. He tapped the 
spot of his alleged wounds. He then 
gave a long account of his wartime 
exploits. As in his wife's early 
memories, MacArthur is a looming pre- 
sence. Marecs was MacArthur’s “fa- 
vourite student” and later his “favourite 
guerilla leader.” MacArthur himself 
pinned on his war medals. 

A slightly odd aspect of interviewing 


‘Marcos is that everything is taped. The 


conversation B periodically interrupted 
by clicks, after which a man jumps up to 
replace the cassette. 





e 
Asked about the lastest news from 
Manila, Marcos called the ceasefire a 
"complete sell-out.” "It is all going ac- | 
cording to a communist scenario, isn't it 
Ferdinand?" asked Mrs Marcos. He ag- 
reed it was all a communist plot. A com- 
munist takeover is being carefully 
staged behind a facade of democratic 
rule. "I am disappointed with Enrile," 
said Marcos. “He turned traitor on} 
but I forgave him when he prom 
he would fight the commu 
not doing so.” The form 
then counted the “out-an 
munists” in the government 
Aquino on his fingers. They in 
cording to Marcos, Joker Arr 
Ramon Mitra. “Benigno Aqui 
was a communist,” he said. 













, to 





ow did Marcos explain the remark- 

able growth of the communist in- | 
surgency in the late 1970s? Was it eco- 
nomic? No, there was nothing much 
wrong with the economy. People lived 
very well. Was it military abuses? No, 
there was not much of that and the few 
incidents that did occur were “rigor- 
ously investigated.” Was it corruption? 
No, there was not enough money for 
anybody to take. What about the allega- 
tions that he personally salted away a 
great deal of money from the national 
budget. "I don’t know what money they 
are talking about." 

No, the reason for the insurgency 
was the oil shock, which squeezed the 
budget and deprived the military of 
necessary funds. The other reason was 
his own softness on communists. Which 
communists? "Lorenzo Tanada, Jose 
Diokno, and others. They are all part of 
the plot. I was too generous." Mrs Mar- 
cos agreed that her husband was the 
most generous man she had ever 
known. 
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Then there were the Americans. It 
was American support that helped the 
communist cause. And it was the Ame- 
rican fnedia that hounded Marcos out of 
office. Marcos quoted a long essay by 
Jude Wanniski, a former Wall Street 
Journal editor. The piece is entitled 
“How the American media pushed 
Marcos out of the Malacanang Palace." 
A footnote informs the reader that "Mr 
Wanniski is not acquainted with any 
member of either the Marcos or Aquino 
governments, nor did he interview any 

igo citizen, in preparing this 
t is not clear whether this is 
gn of added credibility. 


ed Koppel, 
" who probably spoke 
bs more oftén on the air than 
poouy else during the heady days ear- 
ier this year. The Marcoses appear to 
like Koppel. “Ted Koppel said that if 
shoes is all they found in my cupboard, 
that’s pretty good,” said Mrs Marcos. 

I'd rather have shoes in my cupboard 
han skeletons,” she added. 
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Rita Gaddi-Balthazar, a former TV 
personality and a friend of the Mar- 
coses, explained how Mrs Marcos had 
this habit of never throwing anything 
away. So many admirers gave her shoes, 
but she never wore them. Mrs Marcos 
then removed one shoe, stroked it and 
said “it’s plastic." She added that shoes 
were not even her weakness. What was 
her weakness? "Beauty, beautiful peo- 
ple. Beauty is love. That is why I hate 
the communists. They do not believe in 
beauty. They are materialists. " 


asked Marcos what his proudest 

achievement had been. He did not 
hesitate a moment: "When I became 
president I found an indolent, passive, 
unmotivated people resigned to what 
priests said was their destiny. I turned 
them into an active, dynamic, vibrant, 
productive, spiritually rich people. I 
taught them dignity and the meaning of 
freedom. That is why the Filipino peo- 
ple rise against a usurping government 
which violates human rights." For a sec- 
ond I thought he was making an extra- 
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wishing to be taken seriously, while 























































ordinary confession. Then I realjsed 
which government he meant. iX 

What about his bigbest mistake? 
“Negotiating with the communists.” 
Was the snap election itself a mistake? 
Marcos laughed and said it probably 
had been. And afterwards he should 
have stood firm and stayed in 
Malacanang, instead of being “kidnap- 
ped by the Americans — an infringe- 
ment of my human rights.” And the as- 
sassination of Ninoy Aquino? “Com 
munists did that.” Did he respect Nino 
as a politician? “Ninoy,” said Mrs Ma 
cos, ^ 











was all sauce and no substance 
“Sweetheart,” said Marcos, "that is th 
essence of Filipino politics." _ d 

It is easy to make fun of Mrs Marcos. - 
She exemplifies that Filipino trait of 





doing everything in her power to pre- 
vent one from doing so. For the same 
reason it is hard to see the Marcos 
couple as tragic. Pathetic, yes, but no 
tragic. They wishabo appear tragic, to be 
sure, but the tragedy so quickly turns to 
comedv, to a dream world peopled by 
communists, Gen. MacArthur and 
American media stars. 

"It is truly a tragedy," said Mrs 
Marcos, her voice cracking with emo- 
tion. “For there goes a great libertarian 
they called oppressive; a great humanist. 
they call a tyrant; a great democrat they 
call a dictator." At that point she broke 
down and cried. "Please be kind to us. 
poor, little people. We have nothing. 
left." x 

Perhaps there is something tragic in 
this after all. It is the tragedy of a bril- 
liant man who failed, tripped up by his. 
own weaknesses. Marcos was the ar- 
chetypal colonial trickster, who learned -. 
that the only way to trick the foreign rul- 
ers was to bend their own rules. The 

rice of being a trickster is that one 
oses touch with reality and ends up 
tricking one's own people and finally 
oneself. 
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Chinese troops at Vietnamese border; Sihanouk returns to Camboda in 1982. 
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Cambodian conundrum 


Brother Enemy: The war after the war by Nayan Chanda. Harcourt Brace 


Jovanovich, New York. US$24.95. 


A correspondent in what was then 
Saigon for the REVIEW, Nayan 
Chanda was an articulate witness to the 
end of the Second Indochina War. He 
then became a close observer of the 
complex course of events which culmi- 
nated in the outbreak of the Third In- 
dochina War, still in train. Brother 
Enemy encompasses those events draw- 
ing on Chanda's personal experience to 
provide an accomplished account of the 
road to war. 

The paradox in the title reflects 
Chanda's judgment about the prevail- 
ing influence of history over ideology in 
returning Indochina to a state of war. 
As such, this book will provide little 
comfort to socialists of any ilk. It will 
confirm the views of those students of 
international relations who are guided 
by the eternal practice of the balance of 
power. 

In explaining the workings of that 
mechanistic policy, Chanda provides 
the reader with a sound grasp of the his- 
torical/geopolitical setting for continu- 
ing contention over the political identity 
and place of Cambodia. He identifies 
the key to the underlying conflict as the 
adverse security interests of Vietnam 
and China. Alth&ygh an unexception- 
able conclusion, th&accompanying nar- 
rative and analysis is rich in detail and 
insight. 

Chanda conveys well how the Viet- 
namese experience of revolution gener- 
ated the conviction that Indochina pos- 
sesses a strategic unity. From that con- 
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viction flowed the imperative require- 
ment of a spezial relationship with Laos 
and Cambodm. He argues convincingly 
that this requirement only became 
translated into operational application 
in Cambodia's case when the blood- 
thirsty irredeatism of the Khmer Rouge 
fused with China's determination to im- 
pose a subordinate relationship on Viet- 
nam. 

Without engaging in special plead- 
ing, Chanda places a major responsibil- 
ity on China for *the war after the war." 
China's preoccupation with the Soviet 
threat led to c failure to appreciate how 
after April 1975, Vietnam had sought to 
establish an independent, even-handed 
international position especially with 
reference to tie major communist pow- 
ers. 


Moreover, though the persisting le- . 


gacy of the Cultural Revolution (1966- 
76) had an important bearing on rela- 
tions between Peking and Phnom Penh, 
the fall of the Gang of Four did not 
make any difference to the evolving pat- 
tern of competing inter-communist 
alignments. .Jltimately, the govern- 
ment in Hanoi was obliged to seek ac- 
cess to countervailing power from its 
counterpart in Moscow, thus confirm- 
ing Chinese suspicions of an insidious 
collusive relationship. 

One of the most intriguing episodes 
recounted is tre tale of Vietnam’s abor- 
tive effort to establish diplomatic rela- 
tions with the US. Stalled initially be- 
cause of Vietnam’s insistence on repara- 











tions, which had been promised, the 
issue of normalisation became caught 
up in US bureaucratic politics. In the 
event, former president Jimmy Carter’s 


national security adviser Zbigniew 
Brzezinski, determined to play the 
China card against the Soviet Union, 
prevailed over then secretary of state 
Cyrus Vance and especially assist- 
ant secretary of state Richard Hol- 
brooke. 

Taking up the China card and drop- 
ping the Vietnam option certainly 
served to accelerate the momentum of 
conflict over Indochina. But Chanda’s 
revealing account does not assign a pri- 
mary responsibility to the US for the ul- 
timate confrontation. Both China and 
Vietnam were seeking to play the Ame- 
rican card for their own ends in a con- 
flict in which the die had already been 
cast. Indeed, Chanda makes it clear that 
the Vietnamese dropped their 
longstanding precondition over repara- 
tions -primarily to improve their dip- 
lomatic position in advance of invading 
Pol Pot’s Cambodia. 


To invasion apparently provoked 
China’s so-called act of punishment. 
Chanda, however, demonstrates that it 
had been prepared well before “mspired 
in part by Deng Xiaoping's fixation with 
Vietnamese ingratitude. He also dwells 
on how China telegraphed its intention, 
trying to create an international climate 
of understanding, if not complicity, for 
its pedagogical war. He tends to the 
view that Vietnam was not taught a les- 
son. Certainly, military chastisement 
did not bring about a political chasten- 
ing. 

Nonetheless, Chanda does point to 
the impact of China's punitive interven- 
tion, including the element of surprise 
involved possibly because of the concur- 
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rent visit to China of India’s foreign 
minister. Moreover, towards the end of 
the book, second thoughts appear 
which suggest that the lesson of the per- 
manence of the geopolitical relationship 
between Vietnam and China was taught 
and learned. 

Chanda quotes approvingly from 
an unnamed Soviet specialist on Asia 
who maintained that “Vietnam would 
have to seek an accommodation with 
China. They cannot afford to have a 
hostile China on their border in per- 
petuity.” ' 

In a substantial postscript to the ex- 
planation of the causes of the Third In- 
dochina War, Chanda discusses its com- 
plexities since its outbreak. He provides 
an informed assessment of the de facto 
alliance between Thailand and China, 
assesses the diplomacy and dilemmas of 
Asea and examines the intractable na- 
tyr€ of continuing conflict. 

In this study there are many villain- 
ous characters, especially the butchers 
of the Khmer Rouge. One character 
treated with sympathy — some might 
say unduly so — is Prince Norodom 
Sihanouk. He is the great survivor of 
this sorry episode at considerable family 
and personal cost. Whatever one’s view 
of Sihanouk, there would seem to be lit- 
tle doubt that any political, as opposed 
to an imposed, solution of the conflict 
over Cambodia will require his central 
role. He remains the principal embodi- 
ment and symbol of Khmer national 
identity. 

In an epilogue to this masterly study, 
Chanda poses the question of whether 
the Third Indochina War was inevita- 
ble. He answers in both the affirmative 
and negative, maintaining that the revi- 
val of pre-colonial tensions did not in 
themselves ensure war. He argues, 
however, that the salvationist Khmer 
Rouge attempt to define Khmer. na- 
tional identity with reference to tradi- 
tional antagonism with Vietnam served 
as the catalyst for an entangling violent 
conflict. In turn, China's strategic per- 
spective incorporating Indochina, rein- 
forced by an acute perception of a 
Soviet threat, led inexorably to support 
for the Khmer Rouge in a war which 
they brought on themselves. 

Chanda concludes soberly and 
realistically that unless there is a willing- 
ness in, both Peking and Hanoi to lower 
their #thts, Indochina will not know 
peace. Whether, as he suggests, the US 
is now ironically placed to be an arbiter 
for peace is less certain, especially as 
prominence is given earlier to the view 
of Han Nianlong, China's vice-foreign 
minister in 1980, who said: "It is only 
when the Soviets can no longer support 
the Vietnamese that a political solution 
to the crisis will be possible." Irrespec- 
tive.of differing views on that prospect, 
Chanda has embellished his distin- 
guished reputation as the best-informed 

server of Indochina since the fall of 
Saigon. — Michael Leifer 
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Killing fields revisited 


When the war was over: the voices of Cambodia's revolution and its people 
by Elizabeth Becker. Simon and Schuster, New York. US$19.95. 


- ver since the French colonial period, 
and even more under Prince Noro- 
dom Sihanouk, Cambodia has been, at 
least for the outside world, a land of 
cliches: It was described as the country 
of smiles, the land of plenty, heaven on 
earth for fun-loving and peaceful peas- 
ants. The Rousseauist vision of an 
idealised past painted by French scho- 
lars, who had helped the Khmers to re- 
suscitate their long forgotten past, as 
well as Sihanoukist propaganda have 
been responsible for blinding the eyes of 
so many to the real Cambodia. 

Cambodia is in fact also a country of 
underlying violence and ghoulish tales, 
where betrayal and bloody palace coups 
were common, where it was usual to eat 
one's enemy's liver or heart to inherit 
his wit and bravery. The Khmers are a 
people full of complexes, a blend of 
superiority and inferiority in face of 
their two major rivals, the Vietnamese 
and Thais who, decade after decade, 
taking advantage of Cambodia's weak- 
nesses and perpetual divisions, gobbled 
up province after province until not 
much was left of the former Angkorian 
empire. It was also deeply divided be- 
tween the urban and country people, 
between the “white” and “black” skin- 
ned, living planets apart. 

It was not until war engulfed the 
kingdom in 1970, with Lon Nol’s pro- 
American coup, and after the Khmer 
Rouge takeover on 17 April 1975, that 
Mr Hyde's side of Cambodia replaced 
Dr Jekyl's. The result was absolute dis- 
aster. Behind the cracks of the varnish 
of Westernisation and humanism, we 
discovered that Sihanouk's rule had not 
always been benevolent and that some 


of his opponents had simply been killed. 
And behind Lon Nol's mysticism and 
nationalism lay an  unfathomable 
cruelty, second only to that displayed by 
the Khmer Rouge, who had managed to 
fool Westerners with their modern edu- 
cation and humanistic propaganda, 
They also managed to fool the Khmers 
with their appeal to the great traditions 
of Angkor. 

In her book, When the war was 
over, Elizabeth Becker, a former re- 
porter for The Washington Post in Cam- 
bodia, explains how and why this coun- 
try she loves — much more than any 
journalist should love his subject (but 
common for almost everyone who has 
lived in or covered Cambodia) — ended 
up looking like a bloody and messy 
graveyard. Becker was also one of the 
two Western journalists (with Richard 
Dudman from the St Louis Post Dis- 
patch) who, together with the Scottish 
scholar Malcolm Caldwell, were invited 
to visit "Democratic" Kampuchea only 
days before the Vietnamese invasion. 
Caldwell was murdered on his last night 
in Phnom Penh, probably, Becker 
writes, by anti-Pol Pot Khmer Rouge. 

No book so far has linked so vivjdly 
Cambodia's past and present, looking in 
history for the roots of today's turmoil, 
finding there the rationale, but not the 
justification, for thegbehaviour of the 
Khmer Rouge and ye ambitions of Viet- 
nam. Of course s4me academic works 
have dealt more in depth with this. or 
that aspect, but none has provided the 
general public with such a broad view 
and generally good and reliable infor- 
mation together with a human touch. 

It is difficult to suppress feelings of 
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| anges and distress going through 
.| these pages. How could any country 
.| be thrown into such a nightmare, 
and why? It is certainly the why that 
matters most as, after the suffering 
of millions, what counts now is to bring 
Cambodia out of this mess, out of the 
hands of new colonisers who have relied 
.] on ex-Khmer Rouge “with a human 
BI- face." 
| Cambodian nationalism rests on two 
| pillars: the memory of the Angkor times 
ah when Cambodia was the strongest 
El power between India and China, and 
.| the obsessive fear of its neighbours, first 
| of all Vietnam. Becker points out 
. rightly the continuity between 
| Sihanouk, Lon Nol and Pol Pot's aims 
= “to defend the country at whatever 
| cost." Angkor was always considered as 
| the "golden age," even by the Khmer 
.| * Rouge. But one easfly can see that they 
| only caricatured its most collectivist and 
_| authoritarian aspects, those which 
| mobilised all manpower from the em- 
| pire to build Angkor and one of the 
.| most extended and sophisticated irriga- 
| tion systems in history, but also bled the 
| country white, opening its border to 
. foreign invasions. 












| P ol Pot and his followers chain- 
| E ganged their entire population to 
| achieve megalomaniac dreams, but, by 
| dogmatism, lack of skill and pure 

| stupidity, made a mess of an irrigation 

| system that Khmer peasants had per- 
| fected over the centuries. They forgot 
-| about building spillways on dams, and 
| many collapsed. Floods or droughts 
.| ruined crops. And going back to the old 
| Southeast Asian tradition, they emptied 
| the vanquished cities and took the 
| whole population as slaves. (The last 
1 - time was at the end of the 18th century, 

| when the Burmese sacked the Siamese 
| capital of Ayutthya and deported its 
| population to Burma.) 

But they forgot that ancient con- 
 querors did that to their neighbour's 
i population, not to their own. All this ex- 
| plains why Pol Pot was not able to instil 
| his own skin-deep nationalism — which 
- had become paranoid — in his people 
- who, like their ancestors exhausted by 
the labours of Jayavarman VII, were 
| ready to welcome any saviour, even the 
| traditional invader. Starved, they were 
| unable to procreate, as was the regime's 
j . dictate, in order to double the popula- 
] tion in a few years. 
| = ghe refugees Becker interviewed 
| had heard of the war with Vietnam but 
| did not feel committed to support Pol 
| Pot's regime which treated them as ani- 
| mals and did not ¢rust them enough to 
.] give them weapon Some I met, as a 
i . correspondent for Le Monde, did not 
| even know about the Vietnamese inva- 
_ sion until they saw the first Vietnamese 
1 uniforms in the streets of Phnom Penh. 
| One of them was Gen. Duong Sam Ol, 
_| former ordinance minister of the united 
| front under Sihanouk, whose skills 
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could have been used. Instead, he was 
growing lettuce together with ex- 
foreign minis-er Sarin Chhak, a man 
every Cambodian knew for his research 
on the Khrrer-Vietnamese borders. 
Chhak disappeared after the Vietnam- 
ese takeover. 

Every page of Becker's book leads 
back to the stupidity of half-baked 
theories, sometimes based on solid 
ground — the Angkorian brilliant past, 
the fear of foreign dominance — but de- 
veloped by a small group of people com- 
pletely out of touch with the reality of 
their own country. They had an ideol- 
ogy taught first by French or Vietnam- 
ese communis:s and then by aping the 
Chinese Cultu-al Revolution (1966-76). 
They managed to instil their ideas to 
tens of thousands of Khmers, to win the 
war before starting to kill each other 
after having murdered hundreds of 
thousands of their kin. 

Becker's interview of Pol Pot, impe- 
rial in his Phnom Penh ivory tower while 


$ ESTE Um Xx : f k x . COE. 
Khmer Rouge troops training: miscalculation. 





Vietnamese troops were massing to 
take over his country — barely two 
weeks later — is the best evidence of 
this lunacy. It reminds me of Pol Pot's 
predecessor as prime minister, Long 
Boret, the last head of government of 
the Lon Nol regime who, only days be- 
fore the Khmer Rouge victory, hidden 
from the sound of the battle by heavy 
curtains, was te ling me he still believed 
that the war could be won. 

One could perhaps claim that Becker 
underplayed the reality of the Vietnam- 
ese threat to Cambodia, which persisted 
over centuries, no matter who was in 
power in Phnom Penh or Vietnam. 
Hanoi took over from the ambitions of 
Emperor Minh Mang who had occupied 
the kingdom and installed a puppet 
queen on the tarone for a few years. 
What mattered for Hanoi was not the 
barbarism occurring in Cambodia: dur- 
ing the first two years of the Khmer 
Rouge regime, Vietnam published posi- 
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tive reporting on Pol Pot and friendly 


party-to-party messages, while knowing 
perfectly well what was going on. What 
Vietnam wanted was a friendly Khmer 
communist party, no matter whether its 
hands were clean or not. 


n this point, Becker explains clear- 

ly how Khmer Rouge leaders like 
Heng Samrin or Chea Sim, after having 
taken part in purges within Cambodia 
and massacres along the Vietnamese 
border, fled to Vietnam when Pol Pot's 
gestapo tried to send the whole eastern 
region leadership to Tuol Sleng's tor- 
ture chambers. Whitewashed by Hanoi, 
they came back a few months later, as 
“patriots,” to head the new pro-Viet- 
namese regime. How could these peo- 
ple, ask many Cambodians — at home 
and abroad — be trusted when they pre- 
tend they did not know about massqcres 
in their area and never took part in ay 
Even more, how could the Vietnamese 
trust them? How could they consider 
withdrawing from Cambodia, 
not only because of the Khmer 
Rouge threat from without, 
but also from within? 

The Khmer Rouge will al- 
ways be stained by the memory 
of the “killing fields." It was as 
much a crime as an unforgive- 
able miscalculation, a fault that 
destroyed the very country 
they pretended to save and 
made it prey to the enemy they 
foolishly pretended had been 
crushed. Accustomed to lie to 
others about their goals, their 
policies, their achievements, 
their humanism, they ended 
up lying to themselves. Train- 
ed academics pretended they 
could bring to university level 
illiterate children in six 
months, that illiterate peas- 
ants could master technology 
in weeks, all the time knowing 
it was not possible. 

Their tragedy is their own failure. 
But no one would have cared about 
their fate had they not taken with them 
millions of people as hostages and aban- 
doned them in the hands of their worst 
enemy. Becker’s constant reference to 
Hannah Arendt’s book On Violence is a 
warning that the worst can always hap- 
pen, even in a fairyland like Cambodia. 

Becker quotes Sihanouk remember- 
ing, while a prisoner of the Khmer 
Rouge in his palace, *the words of his 
grandfather King Norodom: 'An an- 
cestral prophecy predicts that our un- 
fortunate people will one day be forced 
to choose between being eaten by tigers 
or swallowed by crocodiles'." In fact, 
the choice has been between a *Demo- 
cratic Kampuchea" which is not popu- 
lar, and a “People’s Kampuchea” which 
is not democratic. Or, as Sihanouk also 
said once, “between a Khmer and, a 
Vietnamese Hitler.” A grisly choice in~ 
deed. — Patrice de Beer 
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Eric Ellis in Hongkong 

 nigmatic Malaysian-born Australian 
m financier Lee Ming Tee rankled au- 
iorities and his shareholders alik@ with 
mooted HK$137 million (US$17.6 mil- 
on) move to transfer the Australian 
ontrol of his Hongkong investment 
ouse Sunshine Pacific across the Tas- 
an Sea to New Zealand. Sunshine 
i¢ announced in Hongkong on 9 
ecember that its parent, Lee's Austra- 
in flagship Sunshine Australia, would 
> selling its 42.3% stake in the Hong- 
ong-listed offshoot togAuckland-listed 
rmald International New Zealand. 
ngkong s takeover. committee has 


nority shareholders: 

ntrol of the Hongkong group re- 
ns very firmly inthe handsofthe con- 
versial Lee. Wormald New Zealand 
e New Zealand-based arm of large 
maid Interne and security 
nald International, chaired 


li eal wit) 4 million) part offer 
hict h spare 36% and control earlier 


d aggressive. Kiwi-Australian 
ate raiders Euro-National wil 
5% via a placement and the rest 
be P nnong deep investors — 





ithe requirement for a general bid. 


Singapore and Britain encompassing 
hotels, chocolate production and distri- 
bution througa to property trading and 
financial services. 

The transaction will take effect in 
February when Sunshine Pacific will re- 
emerge as Wormald Pacific, "combining 
the dual resources of the Wormald and 
Sunshine groups,” as Sunshine Pacific’s 
managing director T. P. Chen put it to 
the REVIEW. While the deal is effec- 
tively little more than another in a long 


"line of persistent paper-shuffling by the 


Lee camp, Hongkong's corporate 
watchdog, the Office of the Commis- 
sioner for Securities and. Commodities 
Trading, was revertheless miffed when 
Lee announcec the deal in New Zealand 
while Hongkong authorities were still 
"considering the position.” | 
Sunshine Pacific shareholders in 
Hongkong were similarly disgruntled 
when the news flashed on to stockbrok- 
er's screens in zhe territory quoting press 
reports in Lordon, Sydney and Auck- 


land before the company had officially 


informed the market. The knee-jerk re- 
sponse promp:ed some selling of Sun- 
shine Pacific shares in Hongkong and 
did nothing for group public relations. 
Lee is no stranger to tangling with the 
authorities, hcwever, nor are his sup- 
porters unaccustomed to his juggling a 
complicated ccrporate structure. Some 
stockbrokers in Australia and Hong- 
kong suggest the shift to New Zealand 
could have been designed to "start 
afresh" and circumvent the perpetual 
scrutiny of the group from Australia's 
National Companies and Securities 
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The Sunshine group restructures worldwide Hic 


The Lee of the storm 


Commission. (NCSC) and regulators 
elsewhere, though conventional wisdom 


suggests the manoeuvre has its inspira- 
tion in New Zealand's less rigid (than 


Australia's) taxation structure. 

The Lee camp deny the "escape" in- 
ference, saying they “enjoy comfortable 
relations” with authorities of all jurisdic- 
tions, whom they keep "fully informed" 
of all transactions, actual and pro} 
Chen told the REVIEW the New Zeat 


shift was mutually beneficial to both 
Sunshine Australia and Wormald. He - 


said New Zealand has a healthy tax eli- 
mate för business and in its treatment of 
offshore subsidiaries. 


till it has been a stormy year for Lee, | 


especially in Hongkong. He bowed 


to official pressure in September when 
he attempted to inject a brace of Brazil- 


ian gold-mining leases into Sunshine 
Pacific's 38%-owned offshoot Crusader 
Investments. The Hongkong Securities 


Commission, concerned at the difficul- 
ty of monitoring a Hongkong company, ^ 


controlled from Australia and mining 
highly speculative Amazonian gold de- 


posits, rejected the mooted deal, forc- 


ing Lee and advisers Schroders Asia to 
(expensively) table a more palatable 
proposal. 


he commission 's firm stand Was. 


seen by many as the censuring that was 
late in coming from a probe mid-year 


into Sunshine Pacific's share trading in. 
Crusader Pacific. Nothing was pub-. 
lished from the inquiry but commission © 


sources say the blood between the Sun- 
shine group and the regulatory body is 


* 








a 19.5% base in December 1984) also won Lee the unfort 
nate distinction of a rare “unacceptable” conduct ru 
the NCSC. In June 1985, the commission found that an 
obscure Hongkong company called Agape — controlled bra a 
Liberian bearer-share company named Congratulations 

— had bought Hooker shares on Sunshine's behalf dufuing the 
offer pero above Sunshine’s price. _ | 


g from 






Co. 









E—Á—— Qa RR EE RIA ERE ERR READS 


AES APA LR IL Lr mrt i rri id rd rr mk arp rr FH AN n tr re e mer A CH ARP a Ur E T MSH HECTARE 


th only minority direct shareholdings in his core com- 
panies — Sunshine Australia, parking-station operator 
, and equipment-dealer Hastings Deering Cory. 

to save funds for sharemarket play, Lee and kis 
rts have reli d on a complex web of cross and circular 
plus the: Mw xies of believers in their prowess, :o 












a r thus left weak points to tempt other prz- 

_ As well, the intricate manoeuvrings involved have at- 
the persistent. attention of the NCSC, Australia's 
porate watchdog. 

Th takeover bid which, though it did not succeed, estab- 

ed Lee's seriousness as a major sharemarket force (his 

tial offer for the real-estate see Hooker Seo from 








Within a few months, Lee was busy protecting his own | 
back as well as planning his next major foray, the successful 
partial bid, for Wormald International. One of his first in- 
vestments, ‘the unglamorous Enacom, lessee and operator of 
five parking stations at airports and central Sydney, had be- 
come a cash cow for the group. Loss-making activities had 
been shunted over to another unshine group company, the 
construction firm Abignano, and put profits well into the 
black. Cash reserves were high after some A$37 million was 
raised through share issues. - 

Sunshine directly held only about 20% _of Enacom, i ase 
sisted by other minor holdings by gr: anies 
tember 1985, a major sharehold 
-made a partial cash offer. Lesa th an thi 
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affairs. | 
Lee shrugs off the intense scrutiny 
with throwaway lines that suggest it isan 
honour to be under constant examina- 
tion, a reference to the long-running 
NCSC probe into share purchases of 
- Australian resources giant Broken Hill 
Pr died by raiding local bluebloods 
IXL and Robert. Holmes à 
spBell Group. He says the Asian 
ty doing business is more subtle and 
yif many Australians, in particular the 
CSC, have a mental block of "seeing 
| hwo Asian names on a share register and 
: they are in concert.” Lee has 
ot fully understand- 
vingt ed Sydney lawyers 
who have worked: ith him say his ability 
to make deals is “phenomenal” but they 
“need a lot of. work to get them into 
me 
-He has the ear of Prime Minister Bob 
I dhas cul ivate 






















3 Mul Asian 

business establishment. He gets good 

 broking support from respected Mel- 

| bourn > firm Bache Cortis Carr, man- 
r Rupert Murdo 









" adn and Britain 
| Hongkong while 






; complicated Sunshine corporate net- 


f ae: and Commercial Bank of 


cos shareholder, Vam Ltd (controlled by investor Ray 
Lord) made a counter share-swap offer. Lee and friends on 


the board rejected both. 


. Rocado's offer was withdrawn and Vam’s lapsed. In April 
| 1986, Lord made a second bid, this time through finance arm - 
eptance Corp. (DAC). In June, Rocado accepted 
| n offer, giving Lord 41% of Enacom against a total 
| op durs stake of 36% or so. With a proxy fight promised 
T for the November annual meeting, Sunsh 
own offer in August, of two Sunshine shares for seven 
` Enacom shares. DAC accepted minutes before the deadline 


Direct / 


; on 17 November. 


[n the meantime, the NCSC had been taking a close look at 
in shares of Sunshine, Enacom and 
| particular, it was looking into the role of a com- 
| pany called Autocaps (Australia), controlled by Colin Sim, 
~ which held shares in Sunshine. In private hearings, the NCSC 

















ad I 





Singapore (ICB) chairman Tan Cee Pee 


s brother-in- : 


sought to question Sim on whether Autocaps might have an 
-association with Tymora Ltd, Lee's family company which 
ultimate friendly stake i in Sunshine. a the 





is a long-time friend and financial 
supporter, chairman of Sunshine Aus- 
tralia and director of many of its pub- 
licly quoted arms. Singapore stock- 
brokers say Tan is only a token chair- 
man of ICB who has hitched his own 
business cart to Lee’s Australian horse 
matching Lee “dollar for dollar.” In Pe- 
king, Lee is said to be connected at 
politburo level and was one of a coterie 
of Australian businessmen to accom- 
pany Hawke on an official visit to 
China, the party dropping in on some 
electronic circuit-board factories con- 
trolled by Lee. 

Yet, surprisingly little is known, 
and even less divulged, about the man. 


Few seem to know where he sprung | 
from and if they do, refuse to tell. Lee. 
himself is reluctant to reveal family: 


ties, citing the Asian desire for a low 
business profile and the fear of being 
seen to be “using” relationships to get 
ahead. 


L- graduated from Sydney Univer- 


sity in engineering in 1963 and re- 
turned to Malaysia on a Shell scholar- | 
ship. Stints later in middle management: 
with Mobil and. ICI and cultivation of 


contacts in Kuala Lumpur and Singa- 
pore led to a position in the mid-1970s as 
executive director of the LYL group, a 
developer of plantations controlled by 
the late rubber tycoon Tan Sri Lee Yan 
Lian. 

According to executives of Singa- 
pore-quoted Sim Lim Investments, Lee 
headed the Malaysian finance. opera- 


tions of the group immediately before | 
| Wormald has operations. in 70 count 
-and is one of Australia's few t 


his shift of emphasis to Australia in the 


early 1980s. One executive said he came: 


to Sim Lim after impressing its chairman 
Soon Peng Yan with negotiations made 


. While Lee was working with Lee Yan 


Lian. 
A little-known period in Lee's Ma- 
laysian business life was during his in- 


volvement in the late 1970s with the Na- 
tional Finance and Development Corp. | next year. 


e launched its 


DC and its af- 


fluence over the company. Nade 


-shied away from supporting the | ‘ 
| group in the past, expressing distaste 


. corporate structure that can be diffic 


rector Ian Darling says Lee has an e 


i debt. 


| ties says that 


the world, mainly from this year's 





is sehedulad: for. EUR in Sy 


two shareholdings exceeded ¢ the 20% t takeover threshold. so 
that, if associated, Tymora and Autocaps would be in bre: 
of the takeover code. : 

Sim, who denied any such seso cla iot declined to answi 
NCSC questions on the grounds that his answers might su 
ject him to civil penalties and that the commission had 
jurisdiction to force answers. The NCSC took Sim to cót 
but lost its action through a ruling on the terms of its inq 

In May, the commission began a new inquiry 
vised terms. The NCSC asked Sim whether Lee had let Sit 
use the joint office of Sunshine, Enacom and HDC Tor tt 
p papos of share trading between October 499 and March 


Sim again refused to answer, and the Melbourne-base 
NCSC returned to the Victorian Supreme Court. At the en 
of October, a judge ruled that Sim must answer the qu 
tions. The commission is now waiting on the court to call Sh 
and put the questions again. | 

The NCSC is not the only re; 
however. Informed sources said 
pi a close look at Lee's re: transactions in London 


(Nadefinco), a mini-conglomeraté 
volved in property and plantation d 
lopment, which was controlled with 
estimated 20% stake by Lee withsma 
shareholdings held by Malaysian bu 
nessmen “Duta” Yap and later T. 
Koon. Swan of Pan-Electric fame. Si 
Lim Investments and the late Chai 
Ming Thien, former chairman of Hon 
kong's Overseas Trust Bank, w 
also understood to have exercised: i 
















controlled the Kuala Lumpur-quo 
Trengganu Development and Man: 
ment Corp. | ae 

Lee seems to sail close to the Ni 
Despite displaying an uncanny kn 
raising quick money, institutional i 
vestors (particularly in Australia) 


























the rapid-fire series of rights issue 






to fathom or follow. 
‘Lee controls companies with a total 

market capitalisation of more than A: 

billion. Bache Cortis Carr research’ 
















































distaste - 
Annual reports of companies 
within the group show borrowings t 
average around the 1:1 mark of capita! 
employed. “He prefers to fund expan- 
sion through public issues," notes Dar 
ling. Hongkong's Sun Hung Kai Sec 
"Sunshine has- 
complished a great deal dn. a st 
period.” | I 

The group's. tentacles spread around 


treme, almost. fanatical, 








quisition of. the. Wormald intere 





multinationals, with some 80% of 
assets held overseas. First Bost« 
working on plans to float Wormald ar 
in New York and London, and 
Hongkong deal is seen as part o 
Wormald Australia restructuring wh 


under 1 


latory worry facing ; 
t British authoritie 
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SECURITIES 
Breakthrough 
for fund-raisers 


Thai tax breaks provide a new 
dawn for overseas money 


By Anthony Rowley in Hongkong 


A new US$30 million fund lauached 
on 17 December for foreign invest- 
ors in the Securities Exchange of Thai- 
land (SET) carries significant tax con- 
cessions which should not only boost 
overseas interest in the Thai market but 
also provide a lever for securing similar 
concessions in othegstockmarkets. 
These concessions have been ob- 
tained largely through the influence of 
World Bank affiliate [nternational Fi- 


. nance Corp. (IFC), a partner in the 


new Thailand Fund. An earlier vehi- 
cle for offshore investment in the SET, 
the Bangkok Fund, set up in 1985 by 
Merrill Lynch and Bangkok Bank does 
not enjoy such concessions. 

The Thailand Fund will be exempt 
from income tax on its dividend and in- 
terest income but also, under a Royal 
Decree granted earlier this year, with- 
holding tax on income to non-Thai unit- 
holders will be at a concessional rate of 
only 10%. This compares with normal 
rates of “between 7-55% for groups of 
individuals and 20% for other persons." 
The fund will also enjoy concessions on 


| capital gains withholding tax. 


These concessions, especially the 


; . ones affecting withholding tax on di- 
| vidends, are regarded as a significant 


breakthrough because they have pro- 


| vided a real disincentive in the past to 
| investment in the SET. Investors who 


go into the SET directly (or via the 
angkok Fund) will continue to be sub- 


| ject to the taxes, but the Thai Govern- 
= ment’s concessions to the new fund are 


seen as presaging further reform. 
It is likely that IFC will now promote 


— similar funds elsewhere in markets al- 


ready open to foreigners but which are 
hampered by tax and other restraints. A 
special fund for Malaysia — perhaps of 
US$100 million — is in preparation, 
with withholding tax concessions. 

The Thailand Fund will invest 
primarily in securities listed on the SET, 
but also in unlisted shares of Thai li- 
mited companies as well as debentures, 
government securities and money mar- 


| ket instruments. The fund’s portfolio 


will be managed®by The Mutual Fund 
Co. Ltd, which is owned by three lead- 
ing Thai financial institutions controlled 
by the Thai Government and by the IFC. 

Like the Bangkok Fund (which is 
currently increasing its issued capital 
from US$10 million to US$25 million), 
the Thailand Fund is seeking a listing on 
the Stock Exchange in London. O 
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Japanese banks gasp as the perpetual FRN market hiccups 


By James Bartħolomew in London 


apanese bankers in London are sure- 

ly breathimg sighs of relief after the 
recovery of tre market for a specialised 
debt instrument in which they are heav- 
ily invested. Japanese institutions, espe- 
cially Japanese banks with large opera- 
tions in London, are by far the biggest 
holders of perpetual floating rate notes 
(FRNs). *Perpetuals" are notes which 
have no date for repayment of capital, 
and have been issued by banks such as 
the Hongkonz and Shanghai Banking 
Corp. (HSBC) and the Standard Char- 
tered Bank. 

The Japanese are estimated by Lon- 
don market sources to have bought 70- 
75% of all perpetual notes, which have a 
total face value of about US$17 billion. 
One Japanese bank alone in London is 
reputed to hcld some US$1.2 billion- 
worth. The Jepanese banks buy 
them because the perpetuals 
offer a slightly higher interest 
rate than other FRNs with a 
fixed date for capital repay- 
ment. The extra interest may 
only be one-eizhth of 1% a year, 
but since the Japanese bank in 
any case borrows the money 
which it invests in perpetuals, 
e extra one-eighth is pure pro- 

It. 

But early m December, the 
Japanese banks were facing sud- 
den losses which were measured 
not in eighths but in full percent- 
age points. Standard Chartered's 
issue of a US$200 million per- 
petual FRN on 25 November was 
blamed by some traders for a 
“bloodbath” in the market for 
such notes. The value of per- 
petuals fell by 2-4% over a two- 
week period. 

One dealer with a major inter- 
national securi-ies house said the 
fall was “90%” due to the Standard 
Chartered issu2. He felt that the issue 
had been offered “too cheap” and that 
this had undermined the whole psychol- 
ogy of the market. The management fee 
for the issue was 50 basis points (that is 
0.5 of a percentage point discount on 
the face value to the managers for ac- 
cepting and on-selling the issue). He 
maintained tha: his company and others 
would have been willing to issue the 
same stock for half that discount. Since 
the discount was so big, however, all 
other notes in the market were suddenly 
made to look expensive. Thus started a 
decline which snowballed, he said. 

Credit Suisse First Boston (CSFB), 
lead manager >f the Standard Char- 
tered issue, deried that the notes were 
issued too cheaply. CSFB argued that 
the terms took account of market condi- 


tions at the time and the level of existing 
Standard Chartered Bank notes. This 
reflected a rating which is below that of 
the major British clearing banks (albeit 
only slightly). The controversy and pub- 
licity surrounding the bank over the past 
year or so was part of the reason for the 
lower rating, said one trader. 

While the large management fee 
may have been bad for sentiment, the 
other major cause of the fall in prices 
appears to have been market satura- 
tion. The dealers generally had plenty 
of the perpetuals on their boots and 
were finding that demand from itwest 
ors was satisfied.. So when anoth* 
major issue came on the market, a bad 
response was not surprising. 

The reception of the Standard Char- 
tered issue was also spoiled by the fact 





that some of the co-managers did not 
sell the notes on to their retail custom- 
ers. They simply dumped the notes back 
into the market. CSFB was so irate 
about the extent of this that it openly 
criticised its co-managers. o: 
Ithough the fall in the market may 
seem small in percentage terms 
compared with falls often experienced 
in sharemarkets, it has been described 
as a “collapse.” Perpetual FRNs are nor- 
mally very stable. The interest rate paid 
on the notes varies according to market 
rates so, theoretically, the price of the 
notes themselves should remain almost 
constant. This has encouraged some 
smaller dealers to hold and deal in very 
large amounts. The price retreat “s 
3-496, therefore, meant serious losses 
for these dealers. Some of them tempor- 











together. Others quoted much wider 
spregqds: 25 US cents instead of 5-10 US 
cents beforehand. 
There may have peen another factor 
iüivolved i in the way the market fell and 
just kept on falling. Market rumour has 
it that one of the J apanese holders of the 
: A notes was a big seller in late November 
. andearly December. 
| | Most of the Japanese institutions, 
f however,” ‘were solid holders of the 
notes. When the market was at its low 
point, they remained content to hold on 
and, in some cases, to buy more. This 
stable background of demand from the 
major holders meant that the market re- 
ered as quickly as it had fallen. By 11 
mber it had fully recovered. 
ell as being a relief to the Japan- 
yestors, this will also have been 














d$ hope to be able to tap the market 
again. Issuers notably include Hong- 
kong, Australian and British banks. 
ISBC has brought perpetual notes to 
rket.no less than three times, 
rec 1 July, each time raising 
US$40 00 million. Westpac made the 
biggest issue of any Australian bank, 
raising US$500 million this year. - 
The attraction of perpetuals for 
oat is that i in some countries, such as 

















by ithe banking authorities: as 
pi al. On the basis of this in- 
creased "equity" these banks can im- 
prove their prudential ratios and then 
great extend their lending and bor- 
rowing. 















jout having to call on their 
'holders for any extra money. 
dar er which the British, and 
E e ~ Hongkong banking aü- 
: ho horitiés, have: been wary of, is that 
D. h simultaneously: issue their 





would become a paper 
which no real new equity capi- 
as created but which formed the 
or substantially increasing the 
ing. Hence, the British have 
| ded that. perpetual notes acquired 
must count against perpetual notes is- 
sued when calculating a bank's equity 
B base. | 
| -. Thatis why the British banks, having 
| issued these notes, do not buy them 
| themsebes. The Japanese banks, how- 
ever, Wty the notes but do not issue 
them. Under Japanese rules, notes is- 
sued would not count as equity base, so 
there is little point in issuing them. 
The happy, symbiotic relationship 
between the Japanese buyers, on the 
| one hand, and British, Australian, 
| Hongkong and other issuers on the 
j other may not last indefinitely. There 
| have been unconfirmed rumours that 
| Japanese rules might be changed for a 











effect, the market might suffer 
much more profoundly than it didi in its 
recent "bloodbath. id : 





| LABOUR 


Work to new rules 


Peking changes laws to help foreign investors 


"from the market al 


g to the issuers of perpetuals who ` 


They can obtain this major. 


nd buy notes issued by other . 


T: couple of months. If such a change came © 





By Ellen Salem in Hongkong 


eking has issued temporary regula- 
tions to facilitate the hiring of work- 
ers and technical personnel in the 


bid to improve foreign-investment con- 
ditions in the country (REVIEW, 6 
Nov.). The scope and indefinite time 
span of the new regulations suggest that 


more is at stake than kudos from the | 
capital's foreign sector. Employment - 


practices are being brought into line 
with other attempts to 
economy — including the gradual dis- 


solution of price controls, the increasing . 
stress A Mae to market forces and the- 
imposition of an accountability. 


gradu 
system. 


The regulations, issued on. 8 De- | 
ree of focus to the | 
. clauses in Article 15 in the Provisions of — 
the State Council of the PRC for the En- | 
couragement of Foreign Investment (of - 


cember, add a d 


11 October) which guarantee the ri ak 


-of foreign-invested to hire and 
. workers. Under the new tions, | 
enterprises are permitted to hire staff 


through government allocation, direct 


hiring or through hiring agencies; enter- 
prises may hire people in other cities, 


„subject to approval of the authorities in 
-both cities, and those who are hired by 


the enterprises should be allowed to 
leave their job if work permits. 
The  citys 


occur. All workers should work under 
contract. The centres will also be re- 


sponsible for job placements for un- | 
employed workers and workers who d 


want a change of jobs or work units. 
The regulations are likely to alleviate 
some of the problems foreign investors 
face in dealing with labour, “if im- 
plemented," said one foreign business- 
man. Many foreign investors are taking 


a wait-and-see attitude to the new regu-. 


lations. 


Apart from the dearth of workers. | 


trained to international standards, 
ai n employers have often been frus- 
in attempts to hire skilled em- 


sinat away from their work units de- | 


spite the desire of the prospective em- 
ployee to leave. Often, the only option 
was to bring in outside personnel — a 
time-consuming process that is mired in 
red tape. 

Other employment issues resulting 
from China's continuing reforms include 
the shortage of skilled technicians, 
scientists and managerial staff outside 
urban centres, as well as the paucity of 
channels available for urban collective 
enterprises to recruit highly skilled 
workers in other cities. Despite some 


| current practice makes recruitm 
Chinese capital as part of a continuing | 
| cise in futility. 


Another, - -however, believes that ] 
| new rules represent offi cial recognit Hi 
beralise the | 


ee, and the right to hire non-locals: co 
| mitigate the problems involved in sta 
| ing managerial, service and blu 


“is an important new resource wi 
"will lower the cost of operating 


personnel-exchange. 7 
centres will arbitrate on all disputes that | 
‘seekers coming onto the market in 


lion whose jobs will be made redunda 
as efficiency reforms proceed. Peking 


` sinecures obsolete. 


planned economic refbrms will haste: 












































well-publicised “success stories" whe 
the individual triumphs over red 


transfer of non-local personnel an ex 


One businessman with exté 
China operations said he doubted if 
new regulations would facilitate 
city, let alone provincial, transfe 


of mobili id. Practiges that are slo ‘Ay 
taking hol we X 


Te the. establishment of a for 
channel of appeal when a wo 
refuses to release a prospective ei ip 


openings. Until now, the majority 
foreign firms have had no option 
hire unemployed graduates. They t 
must invest in an in-house training | 
gramme and, with time; see their se 
soned employees leave for superviso 
positions in collective enterprises. A 
cording to Saison Trading €o.'s A 
Croucher, the setting up of a for 
channel for tapping the labour po 





China.” PN 

The need to sort out the isses 
volved in the creation of a relati 
job market is made all the more: 
with an estimated 30 million n 


next five years and a projected 1 


intent upon having in place both an e 
terprise law and bankruptcy law by 
third quarter of 1987. Their combi 
impact is expected to make life-tim 





. Thus, efficient employment agenci 
adept in finding the right person to f 
the job have to function smoothly in th 
near future. The myriad of issues 
volved in the transfer of an indivi 
from one work unit to another ne ed 
be sorted out. = i 

Unemployment insurance and: p 
sion schemes vei isis to the na 
wide employment displacement that tl 


must be devised. 

The potential social disruption 
ill-advised schemes to meet these pr 
lems could cause may well be contai 
by using foreign firms in. Peking as 
testing ground for a segment of tl 
economy where the ramifications 
false starts « can d be contained. 





"7" 


ECONOMIC RELATIONS ` 


Ticked off at the NICs 


EEC trade officials caution Asian exporters 


By Shada Islam in Brussels 


EC policymakers have begun to 
discreetly warn Asia's newly indus- 
trialised countries (NICs) to start show- 
ing *more restraint" in their ee to 


.| Europe. 
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The calls for more *caution" AB at 


the end of a year marked by increases 


ranging from 5-50% of EEC imports 
from Asian countries. Officials say this 


| is the direct result of the decline in the 


value of the US dollar and related Asian 
currencies in comparison with Euro- 
pean currencies, a phenomenon which 
makes Asian goods more competitive 


on European markets than in past 


years. Tougher protecfionist barriers in 
the US are also prompting Asian ex- 
porters to divert their exports to 


. Europe, says the EEC. 


Unlike the US, the EEC has made 
no public statements urging the Asian 
NICs — mainly Taiwan, Hongkong, 


South Korea and Singapore — to re- » 


value their currencies against the US 


. dollar *We're in no position to give ad- 


vice on monetary affairs, given the mess 
our own currencies are in," said an EEC 
official. But, prodded on by cries of 
alarm issued by the textile, steel and car 
sectors, EEC officials are beginning to 
alert Asian countries to the protec- 
tionist dangers they may face in Europe 
unless they curb their export zeal. 

EEC officials have been careful not 
to voice their worries about the rise in 
Asian imports in public for fear of en- 
couraging the protectionist tendencies 
that are ever present in their industrial 
sectors. But they admit privately that 
recent trade trends are causing them 

"immense concern." This is especially 
true in the textile sector where, accord- 


ing to figures published by the EEC Crushing fake Carder watc sin Tokyo. 


| Some gentle persuasion 


Confederation of Textile Industries, 
EEC imports of garments and textiles 
from Asia grew by 15% and 11.5% re- 
spectively during the first six months of 
1986. 

Protectiorist action in the textile sec- 
tor is of course banned under the new 
Multi-Fibre Arrangement (MFA) 
signed in August this year. But, as EEC 
external trade commissioner Willy de 
Clercq pointed out recently, the com- 
munity has “retained the right to defend 
itself against «ny surge in imports." This 
includes the iatroduction of the so-call- 
ed "basket exit" mechanism for restric- 
tive action against products given 
quota-free ertry under the MFA and 
the organisation of rapid consultations 
with exporting nations in the case of a 






Europe adopts new strategies to curb Japanese imports 


Y ears of frustration at being unable to 
curb Japan's export zeal or change 
ite import patterns — through threats, 
anti-dumping suits or trade and tariff 
barriers — have prompted EEC 
policymakers to change their tactics. 
Instead of issuing their usual grim 
warnings of revenge and retaliation, 
EEC officials greeted Japanese Foreign 
Minister Tadashi Kuranari and Minister 
for International Trade and Industry 
Hajime Tamura in Brussels on 11 De- 


cember with warm smiles — and bottles | 


of old whisky and cognac. The gifts, said 
de Clercq, would allow the ministers to 


see just what Japanese consumers were 
missing because of “discriminatory and 
protectionist” taxation of European 
wines and spir ts. 

EEC anger at Japan’s failure to open 
its markets to European alcohol — a 
ban which, claimed de Clercq, prevents 
EEC exporters from doubling their cur- 
rent US$170 million worth of sales in 
Japan — dommated the annual ministe- 
rial meeting in Brussels. In an unusually 
conciliatory move marking what one 
EEC official described as a “new Euro- 
pean approach towards Japan,” de 
Clercq agreed to wait until early 1987 





sudden surge in export of sensitive pro- 
ducts. 

Pleas for continued protection 
against Third World exporters have also 
been put in by Europe’s embattled steel 
and shipbuilding sectors. EEC commis- 
sioner for steel policy, Karl Heinz Narjes 
is fighting a losing battle to liberalise 
what is still a heavily protected steel sec- 
tor. His attempts to lift production con- 
trols on a range of long and flat products 
have met with frenzied opposition from 
the powerful Eurofer steel lobby, which 
also Opposes any suggestions that the 
EEC could open its markets wider to 
foreign steel. 

Faced with such resistance, the EEC 
has agreed to renew its voluntary re- 
straint pacts with 14 steel producers, in- 
cluding South Korea for another year. 
And, despite its hopes of rie, We out 
state subsidies for shipbuilding, Me se 
tor has also been promised more BS 
ernment assistance to protect it frot 
Asian competitors. 

Concern at what they describe as th 
"aggressive" trading techniques of suc! 
Asian NICs as South Korea, Hongkong 
and Taiwan is also being expressed by 
the EEC officials in other ways. Visiting 
South Korean Vice-Minister for Trade 
and Industry Hong Song Jua was told by 
de Clercq recently to start opening up 
South Korea's “heavily protected” mar- 
kets rapidly or to face similar barriers in 
Europe. “Don’t turn into another 
Japan," warned de Clercq. 


EC officials also insist that Asian and 

Latin American NICS such as Brazil 
should now be ready to “take on all their 
trading responsibilities" under Gatt. As 
a first step in eliminating what they see 
as "unfair advantages" given to NICs 
under the EEC's trade regime, the com- 
munity has just phased out 11 products 
exported by South Korea and Hong- 
kong from its preferential trade offer for 
1987. The EEC’s generalised system of 
preferences (GSP) will, therefore, n 
longer apply to such products as foo! 
wear, gloves, jewellery, electrical 


before pressing ahead with the setting 
up of a Gatt panel to investigate Japan- 
ese liquor laws. 

The EEC’s US$16.5 billion trade de- 
ficit with Japan was also causedor “de- 
ception and worry.” But the tommis- 
sioner admitted that changes in Japan- 
ese import patterns implied a restruc- 
turing of the Japanese economy and 
mentality. We realise this will take 
time," de Clercq added. 

EEC officials appeared particularly 
pleased by recent Japanese steps to 
liberalise financial markets, including 
the decision to deregulate interest rates 
in April 1987 for de ree of more 
than X100 million (US$614,250), and 
the introduction of government bogds 
denominated in European currency 
units. Lord Cockfield, the EEC com- 
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lamps, quartz watches and toys ex- 
ported by the two countries. 

“This is our way of telling the NICs 
that*its time they started voluntarily 
graduating from our GSP,” explained 
an EEC trade expert. “South Korea and 
Hongkong can sell in our markets with- 
out preferential trade advantages.” This 
"partial graduation" of products and 
countries, seen as “highly competitive," 
is expected to gather more force in 1988 
when, under pressure from France, 
Spain and Greece, the Asian NICs 
could be taken out of the system al- 
together. 

Trade experts also predict an in- 
crease in EEC anti-dumping actions 
against Asian NICs in the coming year. 
South Korea and Japan have been the 
main targets of EEC anti-dumping com- 
plaints, in the past year, but frustration 
at bog unable to take other forms of 
Dpetectionist action is likely to make 

uch anti-dumping complaints more at- 
tractive and more frequently used. 

Tougher and swifter action against 
:ounterfeit exports from Asia is also ex- 
pected. Fake products exported to 
Europe can now be immediately seized 
and even destroyed by customs au- 
thorities under newly adopted EEC reg- 
ulations. In an indication of moves to 
come, the International Federation of 
Audio Cassette Producers has asked the 
EEC to take punitive action against In- 
donesian exports of counterfeit music 
cassettes. 

The complaint, filed under a new 
community "instrument" which gives 
the commission the right to complain 
and take action against illicit trading 
practices by rival exporters, is still being 
studied by the EEC. If accepted, it will 
mark a dangerous new trend in EEC 
trade policies. EEC officials insist that 
their actions will continue to be inspired 
by what de Clercq recently described as 
the "spirit of Punta del Este." But, de 
Clercq and others in Brussels quickly 
varn that any increase in US protection- 

sm will leave them no option but to *act 
rapidly to defend EEC interests." D 


missioner for the internal market, 
stressed, however, that more needed to 
be done to increase the *small and de- 
clining" presence of European banks on 
Japanese financial markets. 

The*meeting also cleared the way for 
the creation of an EEC-Japan industrial 
cooperation centre and removed fric- 
tions between the two sides on such 
technical issues as the harmonisation of 
standards for skis, household equip- 
ment and motor vehicles. 

The Japanese team seemed sur- 
prised by the conciliatory approach. 
"There's been a marked change in the 
atmosphere here," said Tamura. “I was 
received coldly in autumn but, now 

ee months later, despite the winter 
cold, our reception has been very 
warm." — Shada Islam 
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TAXATION 


Revising revisions 


Australia de-bugs tax imputation scheme 


By Hamish McDonald in Sydney 


f oian Treasurer Paul Keating 
handed companies a Christmas pre- 
sent with a revision of Canberra’s plan- 
ned tax imputation scheme for dividend 
income. The revision removes many of 
the negative features of his earlier pro- 
posal, intended to promote equity over 
debt finance and encourage Australians 
to invest in the stockmarket. 

Although the benefits of imputation 
have to some extent already been built 
into surging Australian share prices since 
it was originally announced in mid-1985, 
the clearing up of damaging side-effects 
will be a positive influence in markets 
with the approach of the scheme’s intro- 
duction date, the start 
of the 1987-88 fiscal 
year next July. 

At that time the cor- 
porate tax rate will 
move from 46% up to 
49% to match the top 
marginal rate on per- 
sonal income, which 
will have come down in 
two steps from 60% 
over this year. Net cor- 
porate profits passed 
on as dividends will 
be grossed up to 100% 
pre-corporate tax, and 
the shareholder given a 
49% tax credit. At the 
top personal rate, the 
51% of gross profit is 
thus tax free in the 
hands of the sharehold- 
er. Those shareholders on lower margi- 
nal rates will enjoy a tax credit which 
can be offset against other income. 


The catch in the original proposal 
was that companies which paid less than 
the full 49% corporate tax would have 
to make it up with a new compensatory 
tax of A$49 for every A$51 paid out, so 
that imputation benefits could be pass- 
ed on to shareholders. This was poten- 
tially disastrous for those companies 
using a backlog of tax deductions, and 
for the gold mining industry which en- 
Joys a tax-exempt status. For high-yield- 
ing gold companies, tax imputation was 
worse than being taxed. 

With his 10 December announce- 
ment, companies will now be able to set 
aside a part of the profit on which 
full tax has been paid into a "qualifying 
dividend account.” All dividends from 
this will be *franked" and carry tax 
credits. Unfranked dividends will be 
taxable income in the hands of the 
shareholder. 

Keating has also included foreign 
shareholders in the benefits. Franked 











dividends going to overseas interests 


will be free of the dividend withholding - 
tax, varying up to 30% depending on tax . 
treaties between Australia and the 

country concerned. A branch profits tax — 


will also be dropped. 


The full cost to Canberra of the im- |. 
putation give-away will be about A$500 |. 





million (US$326 million) in a full year, - 


while the expected cut in withholding 
tax and branch profits tax is about 
A$275 million. At the same time, the lift 


in the corporate tax rate will recoup - 


about A$475 million. 
Keating has also cracked down on 
the "hybrid" equfity-debt area, with a re- 


moval of tax rebateson | © 


redeemable preference 
shares and “similar 


though it is not clear 
whether this includes 
convertible notes. 


be treated as dividend 
income, taxable or not 
depending on the cor- 
porate tax paid. 


high-yielding stocks 


Adelaide Steamships, 
with interlocking share- 


shareholders. Unit 


trusts will also benefit from imputation, . 
as unit holders will get tax credits flow- | - 


ing through from equities. 


Those interests losing advantages | | 
from the overall corporate tax shake-up - 


would appear to be tax-free pension 
funds, companies with low tax rates. 


trading trusts which are now to be > 
treated like companies, and companies | 


holding large amounts of redeemable 
preference shares. 


equity instruments" — | 


Bonus share issues will | 


The scheme favours - 


such as the Australian © 
banks. Raiders such as 


holdings, will be able — 
to pass on tax imputa- - 
tion credits to ultimate - 


“ee, 
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Keating's dream of shifting corpo- | - 


rate finance back to equity, based ona - 
growing small capitalist class, could | 
take some years to reach fruitien. — 
Meanwhile, the higher corporate tax — 


rate enhances the deductible status of 
interest paid on borrowings, and ac- 
countants will no doubt try new hybrid 
instruments to 
shares. But most analysts agreed with 


the Business Council of Australia's pre- — 


sident Sir Roderick Carnegie that “end- 


replace preference | 


E 


ing the double taxation of dividends had | - 


significantly increased the attractive- 


ness of investment in Australian shares | | 


by individuals." 
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Settling into the job 


Pakistan's civilian government may have to bite the tax bullet 


By Mohammed Aftab in Islamabad 


verall economic growth in Pakistan 
"has been "impressive," according 


| to the annual report by the State Bank 

of Pakistan (SBP, the central bank). 

. Butthe bank laid bare some weakgesses 

| which are expected to be a major hurdle 
. tolong-term sustained expansion. 


The report for fiscal 1986 (ended 30 


. June) noted that gross domestic product 


rose 7.5% compared with the previous 


$ year, but was lower than the 8.5% 


growth recorded in fiscal 1985 over fis- 


4 cal 1984. Other Afian developing na- 
| tions recorded an average GDP growth 


rate of 6.1% for the year, according to 
the report. . 

Pakistan's current-account deficit 
narrowed from US$1.7 billion in fiscal 
1985 to US$1.1 billion in fiscal 1986, and 


- | while domestic savings rose from 3.6% 





of gross national product to 6.2% (na- 
tional savings rose from 10.9% to 
13.3% of GNP), this still lags far behind 
actual investment requirements of at 
least 896. Actual investment in fiscal 
1985 was 16.5%. An investment level of 
20% of GNP is desirable, Ministry of Fi- 
nance officials told the REVIEW. 

"The structural weaknesses of the 
economy, stemming from inadequate 
domestic savings and imbalance in the 
overall foreign sector, remain to be 
overcome," the report noted. “A higher 
level [of] investment and a larger tax 
mobilisation are the long-term issues 
confronting the national economy." 

A notable feature of Pakistan's eco- 


nomic performance in fiscal 1986 was 
the maintenance of price stability, the 
report said. The 4.8% inflation rate for 
fiscal 1986 coatinued the decline begun 
in fiscal 1985. The consumer price 
index, which increased by 7.5% in fis- 
cal 1985, rose only 4.8% in fiscal 1986. 
But many independent economists 
question the government's — and the 
bank's — cost-of-living indices, claim- 
ing their coverage and validity is li- 
mited, given that a good part of the key 
indices are based on officially regulated 
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Wheat farmer: economic backbone. — 


Ready for another go 


— | By Jose Galang in Manila 
N otiations for the rescheduling of 
i P 


ilippine commercial debts ma- 


zal turing in 1987-92 have resumed after 


they were stalled in November follow- 
ing disagreement on the level of interest 


| rates to be applied on the loans to be re- 


scheduled. The Advisory Committee on 
the Philippines, a 12-bank group repre- 
senting the country's 483 bank lenders, 
has agreed to a January resumption of 
the talks. è 

The committee has endorsed a Man- 
ila request for a 90-day standstill on re- 
payments from 1 January. The Philip- 
pine Government had earlier said it 
might have to declare a unilateral 
standstill on certain repayments if the 
talks with the banks remained dead- 
locked (REVIEW, 4 Dec.). Loans total- 





| A date has been set for resumption of Philippine debt talks 


ling US$3.6 billion (total Philippine 
debt is US$27 8 billion) are covered in 
the negotiations. 

The committee has also recom- 
mended that the term of a US$3 billion 
trade facility be extended by six months. 
It was due to expire on 31 December. 
Only US$1.6 billion of the trade facility 
has been tapped by Philippine traders, 
and government negotiators are seeking 
the conversior of the unused portion 
into a long-term loan. 

The softening of the banks’ position 
came during the committee’s 11 De- 
cember meeting in New York, which 
was understood to have taken up a new 
set of proposals from the Manila offi- 
cials. No details of the new proposals 
were available. In the 8 November 
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prices which are a myth in terms of ac- 
tual market prices. They believe that 
the real rate of inflation is in the region 
of 10-15% a year. a 

The farming sector — still the 
backbone of the Pakistan economy — 
contributed 6.5% to total value-added 
production. In fact, wheat production, 
at more than 13 million tonnes, and cot- 
ton production at 7.2 million bales, 
were considered record yields in the 
country’s 38-year history. Pakistan is al- 
ready self-sufficient in food grains, and 
even has a small surplus of wheat, 
though this cannot be exported because 
it is non-competitive on international 
markets. The country has been export- 
ing rice for years and, despite competi- 
tion from Thailand and the US, the 
commodity is a major source of foreign 
exchange. 

The manufacturing sectorN gre 
8.2% but continued to be hinderetwby 
high production costs due to steep cu 
toms and excise taxes, low productivity 
and generally poor-quality products. In 
dustrialists complain that high taxes an: 
rampant smuggling of everything from 
trucks to air-conditioners and wrist- 
watches to socks, restrict domestic sales. 


uccessive governments have paid lit- 

tle more than lip service to the prob- 
lem, and a continued consumer prefer- 
ence for anything other than locally pro- 
duced merchandise means the scope for 
curbing smuggling is limited. “You can 
put a ‘St. Michael’ label on anything, 
and sell it to . . . moneyed Pakistani mid- 
dle-class women at exorbitant prices,” 
said one prominent hosiery manufactur- 
er. “That might be a great consolation 
to Marks and Spencer [London], be- 
cause its brand puts a spell on Pakis- 
tanis, but it spells doom for us,” he said. 

Investment overall rose 16.7% over 


meeting, Philippine negotiators led by 
Finance Minister Jaime Ongpin re 
jected an interest spread of 1.375 point 
over the London interbank offered rate 
(Libor) proposed by the comnfittee. 
The Philippines had sought 0.625 of a 
point over Libor. Ongpin later said that 
most of the committee members were 
amenable to the Philippine request and 
that the *intransigence" of one bank led 
to the deadlock. Other bankers sub- 
sequently identified two b:ihks — 
Citibank and Bank of Montreal — as 
those opposed to the request. 


T Philippines wants to trim for- 
eign-exchange outflows as it strug- 
gles to turn the economy around to meet 
growth targets averaging 6.5% a year 
during 1987-92. The growth rate will be 
adversely affected by any major digres- 
sion from the government's balance-of- 
payments projections. For instance, in 
the first nine months of this year tef: 

debt payments amounted to some 
US$2.96 billion, while exports 
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fiscal 1985, which itself was up 13.5%. 
State-sector investment, at 19.5% 
higher than 1985, was more than pri- 
vatÉ-enterprise investment, which rose 
16.196 over the same period. The pri- 
vate sector continues to hedge against 
political uncertainties inherent in Pakis- 
tan's transition from a martial-law re- 
gime, which lasted more than eight 
years, to a civilian administration. 

Many industrialists complain of 
foggy economic and industrial policies 
of the new civilian cabinet — most 
ministers are totally inexperienced, 
they say. There is also some trepidation 
concerning the strength of opposition 
parties which are pushing for a role in 
government. Elections are not due until 
1990, but the opposition Movement for 
Restoration of Democracy is demand- 
ing fresh polls in the next six months. 

Me share of external resources in 

gal investment dropped from 31.4% in 
1985 to 19.3% in 1986, according to the 
SBP report. Minister for Planning and 
Development Mahbubul Haq is clearly 
worried about the effect the rapidly 
widening resources gap may have on the 
US$30 billion Sixth Five-year Plan 
(1981-86) In the first three fiscal years 

1984-86) of the plan, Rs 100 billion 

US$5.8 billion) was spent on “develop- 
ment” for which “heavy reliance was 
placed on foreign borrowings,” he said. 
“No less than Rs 119 billion was raised 
from foreign and domestic sources — 
Rs 48 billion from external [borrowing] 
and [about] Rs 70 billion from domestic 
borrowing. 

“Worse still, of this amount Rs 19 
billion was borrowed and used for non- 
development expenditure,” he added. 
As a result, Pakistan’s foreign debt now 
amounts to more than US$12 billion 
and the annual debt-servicing is close to 
US$1 billion. The country pays 16.3% 


amounted to US$3.6 billion. The na- 
tional government’s budget for 1987 al- 
ready allocates 27% of total program- 
med expenditure to debt servicing. 

The Philippines is using as a model 
the accommodation Mexico won from 
its lenders. Mexico had its debts re- 
scheduled to 20-year repayment terms, 
including a seven-year grace period, at 
an interest rate of 0.8125 of a point over 
Libor, Banks apparently do not want 
: their ether sovereign borrowers to use 
the easy terms ted to Mexico as a 
model. The talks with the Philippines 
are the first to be held by the commer- 
cial banks after the Mexico deal. 

Ongpin says the delay in the talks 
with the banks will not adversely affect 
the Philippines. The country's interna- 
tional reserves currently stand at some 
US$2.04 billion. Also, because any 
agreement with the banks would have a 
retroactive effect to 1 January, the 
Philippines will not need to pay a pen- 
alty for the standstill on repayments 
during the three-month period. LH 
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of its revenue from merchandise and 
services exports for foreign-debt servic- 
ing. For fiscal 1986, the government ba- 
lanced its budget gap of Rs 42 billion 
through domestic and foreign borrow- 
ing, the report says. 

"A strong fiscal effort is obviously 
needed in order to reduce the overall 
budget deficit," according to SBP. But 
here the question is whether the fledgel- 
ing government of Prime Minister 
Mohamad Khan Junejo can get the 
nation to swallow a major dose of tax- 
ation and survive the public reaction. 
There is a strong case to cut down, or at 
least rein-in, galloping government ex- 
penditure, waste and corruption. But 
successive governments have been long 
on promises, and dismally short on per- 
formance in these areas for the past 
three decades. 

The pressure on the balance of pay- 
ments eased in fiscal 1986 — the current 
deficit was slashed by US$500 million 
thanks largely to increased exports. Im- 
ports declined mainly because of lower 
oil prices, and home remittances of 
Pakistanis working in the. Middle East 
rose by 6.1%. Merchandise exports and 
home remittances now cover import 
costs which range from US$5.5-6 bil- 
lion. The trade deficit was reduced from 
US$3.55 billion in 1985 to US$2.99 bil- 
lion in 1986. Actual exports rose to 
US$2.93 billion from US$2.46 billion in 
1985. Imports over the same period 
were US$5.93 billion, down 1.3%. 

The bank report strongly stresses the 
need for a major increase in domestic 
savings, avoidance of erosion of price 


stability, expansion of merchandise ex- | 


ports, diversification of exports and an 
increase in value-added sales abroad. 
plus the modernisation of an antiquated 
infrastructure. and expansion of the 
energy and transportation sectors. {J 
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$5 | * THE Boesky/Levine scandal over in- 
—| sider dealing in New York, London and 
| _ probably elsewhere-prompts a few ques- 
| tions on what Asian financial centres 


t 
4 


|| enough getting securities authoriges in 
. | places like Tokyo, Seoul and Taipei 
| even to admit the possibility of ‘in- 
| siderism’ in their markets, let alone to 
.| talk about dealing with it. It is held to be 
| a Western disease. 
n _ Hongkong, where some would prob- 
| ably argue that insider dealing, like 
-P homosexuality, is an imported vice, is fi- 
_| nally doing something about corporate 
| disclosure while agonising over whether 





| insiders. Elsewhere in the region — in 























. such sanctions do exist but are rarely, if 
| ever, used. Not that this points to unal- 
-| loyed virtue: it is simply that other 
.| forms of market manipulation (like for- 
| ward contracts and share buy-back 
_| deals) gre more the vogue there. 

| As it happens, Shroff was discussing 
.| the subject of insiderism with bureau- 
| crats in the three East Asian centres 
.| mentioned above a month or two before 
| the Boesky affair hit the headlines. A 
| Ministry of Finance (MoF) official in 
| Tokyo was of the opinion that “the per- 


_| formance of the Tokyo Stock Exchange 
i | _is better than that of overseas markets in 


af 


this respect.” Pressed, he mentioned 
| New York and London. 

= [n Taipei, a local Securities and Ex- 
_ change Commission (SEC) official simi- 
| larly assured Shroff that insider dealing 
| in Taiwan was “not too serious compar- 
_| edwith other countries." He again men- 
| tioned New York. Only in Seoul did an 
| SEC official admit to Shroff that he 
.| “could not deny the possibility" of in- 
4 _ siderism in the local stockmarket. 
| Faced with such humbug, it is hard to 
| see how any of these markets could ever 
| contemplate such a cleaning out of the 
.| Augean stables as New York and Lon- 
| don are undertaking now. Everyone — 
S . certainly every foreign fund manager — 
.| knows that insider dealing, like other 
| forms of market manipulation, are just 
| aSerife in the East as they are in the 
| West. 
| And it is not enough for Asians tu 
| claim that they have their own ways of 

| dealing with suchathings. The SEC man 
| in Seoul, for example, claimed that a 


; 
| - mixture of “moral suasion, self-regula- 


I 
y 
| 


| tion and Korean custom,” was suffi- 
cient. Tell that to foreign fund managers 


there who are sick of “dealing on the ` 


| outside when everyone else is dealing 
| onthe inside." 
| € NEVERTHELESS, Shroff was en- 
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couraged to learn that Japan was among 
the countries which sent senior securi- 
ties officials (rom the MoF) all the wa 
to deepest Sussex (in southern England) 
recently to talk about international co- 
operation in securities regulation. Bri- 
tain signed a Memorandum of Under- 
standing with the US in September on 
the exchange of information on securi- 
ties transactions and though this pre- 
ceded Boesky et. al., it obviously will 
come in very vseful now. 

The REVIEW's James Bartholomew 
in London understands that Japan will 
shortly sign a similar memo with Bri- 
tain. The poirt of all this is that (rather 
late in the day) Britain wants to ensure 
that any US or Japanese institutions 
operating there are “fit and proper" and 
not of the kind likely to use the City of 
London as one more stop for the current 
global insider-dealing gravy train. Such 
arrangements should at least put moral 
pressure on Japan (and perhaps ulti- 
mately its East Asian neighbours) to 
start thinking seriously about insiderism 
and market manipulation. 

e WHICH brings us back to Hong- 
kong. Still relatively new to the job 
of Financial Secretary, and anxious to 

make his mark, 
Piers Jacobs feels 
that something 
needs to be done 
about insiderism 
in Hongkong but 
is not quite sure 
what. While he 
does not feel civil 
remedies are suf- 
ficient he also 
does not feel able 
to “go the whole 
| hog" and endorse 
criminal law sanc- 
tions. That may 
look like ditFering, but there is no 
point in makiag the law an ass if in- 
sider statutes re hardly ever enforced, 
as is the case in other Asian jurisdic- 
tions. 

So, it looks as though Hongkong will 
stay with tribunals of the kind which 
publicly censured Li Ka-shing and other 
executive directors of Cheung Kong 
(Holdings) ear ier this year for culpable 
insider dealing in connection with the 
shares of Inte-national City Holdings 
(ICH). After much criticism of the find- 
ings five years ago by a similar tribunal 
of there being no evidence to support 
culpable insider dealing in the shares of 
Hutchison Waampoa (REVIEW, 26 
Mar. '82), sorre people in high places 
now feel that there might have been 
overkill in the ICH case. The law is still 
not attacking those who really set out to 
profit from insider dealing. 
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Jacobs appears to favour the idea of 
forcing such people to repay their ill- 
gotten gains, to “disgorge their profits" 
or even pay triple damages — three 
times the amount of their illicit gain. 
While a tribunal cannot fine or im- 
prison, it can be given powers to relieve 
an offender of profit as well as rob him 
of face. Evidential rules are less strict 
than those in court and in theory a tribu- 
nal can move with greater speed than the 
full majesty of the law. Not that celerity 
has been a distinguishing feature of such 
inquiries to date, however. 

The financial secretary will in any 
case be receiving recommendations 
shortly (probably in January) from “ke 
Standing Committee on Company La 
Reform on the subject of insider deal- 
ing. It is doubtful whether they wil 
propose making insiderism a crimina. 
offence. Whatever is decided, it is likely | 
to be some considerable time before any 
proposals wind their way through the 


executive and (possibly) legislative 
machinery. ` 
€ MEANWHILE, what could be 


termed the first stepping stone on the 
road to detecting insider dealing is 
about to go before the local Securities 
Commission and the Executive Council. 
This is the Securities (Shareholdings in 
Listed Companies) Ordinance which re- 

uires disclosure not only of directors’ 
shareholdings — the stock exchange list- 
ing rules already require that on a bi- 
annual basis — but also reports of their 
share dealings. 

Ditto for “substantial shareholders” 
holding more than 10% of a listed com- 
pany. Any such deals must be reported 
within five days to the company con- 
cerned which must in turn (within three 
days) display this information (pur. 
chases and sales) in a public register 
This means a running account of who is 
doing what rather than a snapshot*view 
of directors’ positions on a particular 
day. The rules also apply to holdings in 
subsidiaries and associates. 

Beneficial owners can always hide 
behind nominee companies, of course. 
Nominee companies will be regaired to 
notify only if they hold voting rghts on 
the shares, not if they act in trustee ca- 
pacity. Pu 

But if a company suspects someone 
is building up a position in its shares via 
a nominee they will be able to ask the 
courts to impose a “freezing order" 
which will deprive the beneficial owner 
of the power to vote or transfer the 
shares and to collect dividends. Hong- 
kong may even follow certain Austra- 
lian states in ordering the forced sale of 
such holdings. Steps in the right dirgc- 
tion, but again it may be some time be- 
fore the new law sees the light of day. 








In the beginning a computer was a big "machine" that 
counted and collated faster than man. Some systems are still 
basically just that, with peripheral stations that depend on 
the big machine for data, processing and communication 
linkage to one another. In fact, everyone becomes dependent 
on the center, including the center itself. 

That's the old way of thinking with a computer. 

But if too much is required of the big central machine 
simultaneously, it slows down. Worse, if it breaks down the 
whole system can no longer communicate. Even the center 
loses control. And if that one big machine's capacity is used 
up, there's no easy way to expand. You're forced to buy a 
new, bigger machine, which likely won't be able to operate 
with what's left of your old system without an expensive, 
time- consuming conversion. 

That's what's wrong with the old way. 


Digital: :ch llenging th 
d way of thinking. 











The new way is to start only with what you need: 
probably a smaller machine that you don't have to "grow 
into”. Which means you don't have to pay up front for 
capacity you can't use yet. Add as many terminals as you 
need and you're computerized. 

But this is where the new way of thinking begins to be 
new — and different. Because once you reach full capacity 
there's no need to sell and replace. You simply add on... 
again, only according to your needs. This way you re 
beginning to build an open network. It's open because 
there's no center to be dependent on: everyone can talk 
directly to everyone else even if one link is down, because 
as you add more and more, everyone is interconnected. 
Which also means the center never loses control and one 


location can borrow capacity from any other. No time is lost. 


And no time anc money are lost in conversion...because 
each new element is designed to communicate with the 
same programs the others are already using. They are all 

part of the same family of computers which we call VAX. 

There will probably always be certain circumstances 
where the old way is still better. Even we recommend it 
when that's what's best for our customers. But to meet 
many, many more other types of requirements, the new : 
way to build a network is quicker, more flexible, more e 
reliable, less expensive. 
And Digital has built more of them than anyone else. 


Digital Equipment Corporation Far East Headquarters 
19-21/F Fleet House, 38 Gloucester Road, Wanchai, Hong Kong. 
Tel: 5-8614200 Telex: 46424DECHK HX Cable: DIGITAL 





Kia Motors unfuris 
a brand-new banner! 


Backed by 42 years of t 


\dvancing toward development of automotive 
echnology for worldwide destinations. | 
Kia Motors revved up its first engine almost a - 
alf-century ago, making it the pioneer of Korea's 
automotive industry. | 
n coming up with ever better vehicles, Kia's 
forward movement is powered by its pride as a 
leader in its field. | BEEN 
And with a view to fulfilling ideals for the auto 
industry of the future, more than 10,000 Kia famil 
members pledge a united effort to make. a fresh 
departure as a fully committed and consolidated 
vehicle maker. mE 
To herald this renewed determination, we are 
unfurling a brand-new banner to be our company 
colors. dc c 
his is the symbol of the vision we are trying to 
realize as a full-fledged vehicle producer 


15, YOIDO-DONG, YOUNGDEUNGPO-KL, SEOUL, KOREA 
PHONE : (02) 784-2481, 784-3481 | 

CABLE: "KIAMOTORS" SEOUL 

TELEX: KIACO K27327 

F A X: (02) 784-0746 





“The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events.” 


"...We discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction.” 


“At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy.” 


The Editor 
Far Eastern Economic Review 
First Issue 1946 
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In the middle of a decade which had 
seen the greatest upheaval the world had - 
ever known, a group of men with faith 
and foresight set their eyes on Asia. 

They recognized the need to chronicle — 
the restructuring of Asia from the ashes of > 
war. A region that they felt would rjse and 
grow at an astonishing rate, perhaps faster E 
than any other. A region that they felt the .. 
world would need to watch carefully. 

In October of 1946, a publication : 
dedicated to balanced, objective coverage. 
of Asian affairs was born. Its name: The. 
Far Eastern Economic Review. 

In the decades that followed, the à 
phenomenal growth of Asia astounded the- 
world. The prophecy of those visionaries  - 
echoed strongly; leading the Review to 
consistently serve as an important channel 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 40 years later, the Far Eastern 
Economic Review is the world's premier 
publication on Asian affairs. Unmatched 
by any other. f 

Today, more than ever, when the Review RE 
speaks, Ásia listens. 
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BUILDING YOUR ASSETS, 
SWISS-STYLE 


F or more than a hflf-century, American 
Express Bank and its subsidiaries have >een 
helping international clients protect and build 
their assets in Switzerland. The experts at Amer- 
ican Express Bank (Switzerland) AG combine 
proven gsset management techniques with 
traditional Swiss prudence and discretion. 


, Personal attention 


As step one, our investment counselors wi | 
analyze your financial goals and current invzst- 
ments, and advise you on the portfolio tha- best 
suits your needs. This may consist, for exaraple, 
of short-term investments, equities, bonds, even 
precious metals — all carefully selected to give 
you an optimum balance of yield and secur ty. 
Our money managers then monitor your port- 
folio on a full-time basis, alert to any economic 
developments that may affect your investments. 
At your request, we accept discretionary pcwer 
to handle investment decisions and administrative 
details on your behalf. This is a practical, ccn- 
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An Amcrican Express company 


venient arrangement, particularly if you reside 
outside of Switzerland. 


Global outlook 


While our approach is Swiss, our outlook is 
global. Our network of 85 offices in 39 coun- 
tries — one of the world's largest — gives us 
worldwide presence and access to timely infor- 
mation. 

If asset management, Swiss-style, makes 
sense to you, contact your nearest American 
Express Bank office for more information. In 
Hong Kong, telephone 5-844 06 88; in Singapore, 
225-6330. 


American Express Bank Ltd. is a wholly-owned 
subsidiary of American Express Company, which has 
assets of more than USS92 billion and shareholders’ 
equity in excess of USS5.7 billion. 
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[COVER STORY 


Japanese industry is 
having its worst year 
J| in more than two de- 
cades as a result of 
the massive revalua- 
/^ tion of the yen against 
the US dollar (and 
against most of the 
cyeeencies in the Asian region). But a 
series of interviews with major manu- 
facturers conducted by the REVIEW 
suggest that the short-term collapse of 
profits is not the only problem. 

Companies in industries ranging 
from electronics to shipbuilding and 

im motors to ball-bearings face a situ- 
auOn in which exports are no longer the 
key to growth, and where the only 
chance of survival as a profitable con- 
cern may be to shift production out of 
Japan to one of the Asian newly indus- 
trialised countries or to the US. 

By moving abroad, electronics or 
motor manufacturers face the problem 
of not being able to provide enough 
work for their Japanese employees. In- 
tensified competition in Japan's home 
market — a situation where -the 
strongest companies in any given indus- 
try will get stronger while the weak get 
weaker — is another widely feared con- 
sequence of revaluation. 

Of the six major manufacturing, and 
one non-manufacturing, companies in- 
terviewed by the REVIEW, not all saw 
the exchange-rate problem as unmiti- 
gated bad news. Companies in indus- 
tries which have been forced to invest 
heavily overseas in the past to avoid 

ide frictions with the US or Europe 

* clearly better placed to cope with 
the ney situation than those in stay-at- 
home industries like steel. Even the 
strongest Japanese industries, however, 
are having to change their behaviour 
quite drastically in Japan's domestic 
marketplace to stay competitive abroad. 

In assembly-type industries such as 
cars andWectronics, a key to profitabil- 
ity now appears to be the extent to 
which costs can be forced down by 
“squeezing” domestic suppliers of mat- 
erials or components, most of whom be- 
long to sectors with weaker bargaining 
power. A classic instance of the strong 
putting pressure on the weak was the 
motor industry's success in extracting a 
3 3,000 (US$18.46) a tonne price cut 
from the deficit-ridden steel industry in 
mid-1986 after industry leaders pointed 
out that more cars might have to be 
made abroad if steel prices remained 
out of lire with international levels. 
The success of the powerful and ag- 











This COVER STORY was written by 


the REview’s Tokyo bureau chief, 
Charles Smith. 





gressive motor industry in extracting 
lower prices from parts-makers or mat- 
erials manufacturers probably does not 
spell disaster for any of the companies 
concerned, if only because the car as- 
semblers would feel their own security 
threatened by the collapse of their 
domestic supply base. But there may be 
other instances, says chairman Takashi 
Ishihara of Nissan Motor Co., where 
Japan will have to sacrifice some sectors 
of its economy to save others. © 

, The chronically uncompetitive coal 
industry — from which the nation's own 
steel-makers now refuse to buy coal — 
is a case of an industry that has been of- 
ficially condemned since yen revalua- 
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tion and is now being painfully wound 
up. Only slightly less dismal is the plight 
of non-ferrous metals, where a single 
aluminium plant with a capacity of 
200,000 tonnes a year is all that survives 
of an industry that once produced more 
than 1 million tonnes of ingots. 

A positive point about yen revalua- 
tion stressed at nearly all the companies 
interviewed by the REVIEW is that more 
offshore manufacturing by major indus- 
tries, and more procurement of parts 
from overseas suppliers, should steadily 
increase the horizontal integration be- 
tween Japan's economy and that of the 
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Asian region. Yet doubts clearly exist in 
some countries about the type of inte- 
gration being sought by some Japanese 
compamies, and especially by the pow- 
erful electronics industry. 

The top Japanese consumer electro- 
nics maker, Matsushita Electric, clearly 
sees its future in the region as the parent 
of a family of regional manufacturers 
each managed by staff dispatched from 
Japan and dependenigon technology de- 
veloped in the company's domestic re- 
search laboratories. This Matsushita 
"vision" could wel turn out to conflict 


with the aspirations of companies in | 
South Korea and Taiwan for whom re- — 


gional integration means an equal ex- 
change of technology and knowhow 
with Japan as well as free access to 
Japan's domestic market. | 
The snag about attempting to write à 
blueprint for Japan's future role in the 


CORPORATE STRATEGIES 


(What Japanese companies will do 
if the yen remains strong) 
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REVIEWTABLE by Ricky Hui 


development of Asian industry, or for 
that matter a sketch of the future of the 
country's domestic industry, is that yen 
revaluation came too quickly and was 
too drastic, according to. Johsen 
Takahashi, an analyst at Mitsubishi Re- 
search Institute. In Takahashi's view, it 
may take at least another year for cor- 
porate planners and analysts in govern- 
ment think-tanks to “pick up the pieces" 
and produce a coherent view of the new 
situation facing the economy. 

By that time there fiay have been 
further major changes fh the yen-dollar 
exchange rate. o 
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Ishihara. 


INTERVIEW/TAKASHI ISHIHARA 





The way of the future 


akashi Ishihara, chairman of Nissan 

Motor Co., is a former rugby player 
who also rarks as an industrial heavy- 
weight. After launching Nissan’s bid to 
become a globally integrated carmaker 
during eight vears as president and chief 
executive, Ishihara moved up to the 
less-powerfu post of chairman in 1985 
but also took on new responsibilities as 
a business elcer statesman. 

As head of the influential Keizai 
Doyukai (Japan Committee for Econo- 
mic Development) for the past 18 
months, Ishihara has been one of the 
main channels for communicating to the 
government private industry's concern 
about the need for de-regulation and re- 
vitalisation cf the economy. Ishihara 
also helped to draft the Maekawa Re- 
port, in which a 17-man team headed by 


| Kobe Steel pins its hopes 


on diversification 


Next to shipbuilding 
Japan's massive steel 
industry has suffered 
the most in the reces- 
sion caused by the yen 
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E aw t [595 71 revaluation. The “Big 


Five" integrated steel- 
makers which domi- 





| nate the industry expect to lose ¥400 
| billion (US$2.5 billion) in the year end- 


ing March 1987, and perhaps almost as 
much again in the next financial year as 
the industry's capacity-utilisation ratio 
dips below 60%. Despite these'seem- 
ingly desperate circumstances, at least 
one steel company is determined not to 
lay off anyone. 

Kobe Steel, the smallest of the Big 
Five, has come up with a plan to cut its 
blast-furnace capacity and “lose” 6,000 
of its 28,000 workers over the next 30 
months by a combination of natural at- 
trition and diversification. The key to 
the plan is a scheme to move 3,000 
workers into several dozen “service” 
companies which will have nothing 
whatever to do with Kobe's main busi- 
ness, and which may not survive for 


. more than a few years if the steel indus- 
| try gets back on its feet again. 


Of the réNaining 3,000 workers 
who will have bKen shifted out of steel- 
making operatfüns by March 1989, 
2,000 will disappear as the result of na- 
tural attrition. The other 1,000 will be 
absorbed into "mainstream" diversifi- 
cation projects — hi-tech manufactur- 
ing sectors such as electronics and new 
materials. 

According to Masumi Sato, director 


. of corporate planning, the service in- 


dustries Kobe has so far moved into, or 
is thinking of moving into, include land- 
scape garden.ng, mattress cleaning and 
the security-guard business, as well as 
management consultancy services (using 
surplus Kobe Steel engineers) for small 
manufacturing companies that are 
themselves having trouble adjusting to 
the high yen. Kobe's company union, 
which has been asked to give its blessing 
to the relocation and diversification 
plan, is *not at all happy" about the 
prospect of seeing its members moved 
out of the ste2l industry. But Sato says 
that transferred workers will lose no- 
thing in terms of pay or employment 
status. 

Anyone who leaves Kobe to join a 
service-sector company will continue to 
be treated as an employee of the main 
company — at least until such time as 
the new company shows signs of becom- 
ing permaneatly profitable. Service- 
sector companies that fail to make a 
profit after three years will be closed 
down and replaced by other new ven- 
tures. 

In deciding to shift the bulk of its 
surplus labour force into services, 
Sato says, Kobe took advantage of the 
fact that young Japanese workers are 
not always willing to enter the “dirty,” 
or at least humble, types of employ- 
ment that are available in the service 
sector. 

Another more important factor in 
setting the company’s strategy was the 
location of its existing plants. Unlike 
Nippon Steel. the top Japanese steel- 
maker which has plants scattered all 
over Japan, Kobe's two main steel 
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a former Bank of Japan governor called 
for the restructuring of Japanese indus- 
try to reduce dependence on exports. 

In an interview with the REVIEW re- 
cently he offered some personal views 
on where Japan's economy is headed: 


The high yen: yen revaluation will . 
produce a far greater impact than the 
1973 oil shock. If the yen-US dollar rate 
continues to float at its present level, 
some Japanese industries such as coal 
and non-ferrous metals will be forced 
out of existence. There will be a difficult 
transformation period, lasting four or 
five years. At the end of that time the 
survivors will be stronger than ever. 

Unemployment: there will be a steep 
but temporary increase in unemploy- 
ment resulting from a mismatch be- 


plants are located in a single prefecture 
(Hyogo-ken in southwestern Honshu) 
and are all within easy reach of the 
Kobe-Osaka area. 

Being close to two major cities 
means that the company has markets for 
new service ventures on its doorstep. 
Having all plants within less than one 
hour's journey of each other has also 
spared Kobe the cost of transferring 
workers over long distances. The high 
ratio of house ownership among steel 
company workers — deliberately en- 
couraged in the past by the companies 
themselves — has made the transfer of 
workers a costly exercise for some of 
Kobe's competitors. 


f Kobe is successful in reducing its 

labour force by nearly 2076 and its 
production capacity by 10% over the 
next three years, Sato believes the com- 
pany should be able to get back into re 
sonable profitability — if not to the lev 
of profits which were being realised be- 
fore the yen appreciation. More impor- 
tant, the cut in overheads which will 
result from reducing excess capacity 
^ought" to enable Kobe to match the 
production costs of South Korea's Po- 
hang Iron and Steel Co. — the strongest 
competitor for the Big Five ingoverseas 
markets. 

Before the revaluation, Sato feels 
that Japanese and South Korean steel 
production costs were roughly equal, 
with higher Japanese productivity com- 
pensating for wage levels that were sev- 
eral times higher than South Korean 
levels. The 20% cost advantage South 
Korea has enjoyed since the yen's 
strengthening has undermined the Ja- 
panese steel industry's position in both 
the home and overseas markets — tradi- 
tional buyers have used the availability 
of cheap imports as a bargaininglever in - 
price negotiations. But Sato says that 
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apar Dese en by steel- 
consuming. industries to move their op- 
| erations abroad are at least as big a 





companies used 
tion as a weapon in a 
E price negotiations which 

began in July and resulted (according to 










a second possible 







or industry custom- 





fting their ‘Operations 





|. claims, because steel is a basic industry 
which most governments of developing 





|; nations want to retain under direct con- 
:rol. 
Investment in the US steel industry, 
the problem of government con- 
rol does not apply, faces the risk that-a 
future US administration might remove 
controls on imports and thereby under- 
mine the industry's ability to compete. 
. However, there is one area of the world 
| in which overseas investment by the 
| steel Agiustry is at least a theoretical 
possibifity 
Sato thinks that the hunger of com- 
munist countries such as China. and the 
Soviet Union for steel could eventually 
tempt the Japanese to go in as investors, 
| though not under the joint-venture 
terms currently being offered by either 
country. In the medium or long term, a 
stake in the Chinese steel industry could 
become the Japanese steel industry's 
] most important single activity outside 
Japan. Yet the fact remains, Sato says, 
that the industry's battle for survival will 
| uio have to be fought on its home 


















z press reports) in some car-makers ex- - 
tracting a ¥3,000-a-tonne price cut |. 
f the stee . Sato says talks. | [7 





steel-makers have little 


| abroad to escape the. high yen, Sato 


more to stimulate the economy without . 


increasing the size of the budget. What 
it should do is to abolish subsidies, in- 
cluding the ¥3 trillion in subsidies paid 
to farmers. The huge majority won by 
the Liberal Democrats at the last elec- 
tion makes this the right time to act. 
The “hollowing” of Japanese indus- 


try: there are fears that if Japanese com- | 
| tions with Japan, putting too mu 


panies move too much of their produc- 
tion offshore there will be nothing left at 


home. This is not a problem in the case | 
of cars, since the cars made by Japanese: 


companies in the US will be additional 
to exports from Japan. The problem 
about Japanese investment in the US 


motor industry is that many companies . 


may not make a profit. Some 400,000 
cars a year is probably the minimum 


scale for profitability. Those that only 


make 200,000. cars a vear will lose 
money. | 
Big business and the government: in 
the 1960s and 1970s the manufacturing 
Laney had great influence over govern- 


why: 
aif 


puter-peripherals maker Minebea Co. 


fidently waiting for profits and sales to 
surge in its current business term (end- 
ing in September 1987). - 

Actually many of the adjustments to 
which Ishizuka refers were made more 
than a decade ago when Japan's stake in 
the US bearings market first faced 
Minebea and other bearings exporters 


with the threat of protectionist action by 


US makers. Today, Minebea makes 


97% of its miniature bearings and all its 


small bearings in plants in the US and 
Southeast Asia. 

The result, says Ishizuka, has been 
that while rival makers have held prices 
steady in the home market since the yen 
began to appreciate in late 1985, 
Minebea has been able to bring in pro- 
gressively cheaper imported products on 
the same profit margin, thereby increas- 
ing its domestic market share. 

Minebea's average home-market 
price for miniature bearings in October 
1985 — the month after the yen started 
to move up — was Y150 a bearing, 
Ishizuka says, but by September 1986 


this had fallen in a series of monthly ad- 


While most Japanese. 
| manufacturers are 

di scrambling to make: 
up for the effects of 
c | yen revaluation, there | 
ox iS an atmosphere bor- | 
dering on- compla- 
cency at the head- | 
quarters of miniature- -bearing and com- 





| off under the new yen exchange ra 





| Store chains) are getting stronger. ' 


: pends on the Americans realising tl 


"dn matching Japanese productivity, 


the rise of the NICs (newly indi 
trialised countges), which are ot 


| monthly sales jumped from 11.2 mil 


| maker, 
in Tokyo's unfashionable Kanda: dis- 
trict. According to vice-president Iwao | 
Ishizuka, Minebea has "finished adjust- 
ing to the yen problem" and is now con- - 


L business. where overseas investméi 


tories in Singapore and Thaila 







ment policy. This is weakening witl 
decline in the wealth of the manufact 
ing sector. Conversely, securities c 
panies, banks and superstores (gener 
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Japan. " 
Japan and the US: the US h 
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stress on its own trade imbalance. T 
future of the US-Japan relationship d 







US companies have to be able to € 
pete with their Japanese counterpar 
The White House and some Republic 
Party leaders seem to be aware of th 
This is not the case elsewhere. 

The future: if US industry succee 




























































could be very toughgndeed for Japane 
industry. This is a bigger problem 1 


SONET in certain sectors. 





justments to ¥110. AS; prices slump € 


units a month to 18.6 million, € 
though overall demand for minia 
bearings was shrinking. Ishizuka d 
not trouble to deny that other make 
have been hit hard by his compa 
pricing policy. In particular. Nipp 
Seiko, the. largest Japanese bearin 
seems to have lost grou 
swiftly in miniature bearings, thou 
not at the "large" end of the marl 
where Minebea is not a competitor. 

-Small and miniature bearings ha 
not been the only sector of Minebe 


made a decade or more ago have pa 


The 45% or so of the company’s sa 
which are accounted for by comp 
keyboards, printers and other compu: 
peripherals have also benefited, s 
Minebea's Thai factory, which is 
main source of such products, has begüi 
picking up orders from Japanese el 
tronics assemblers anxious to shift th: 
procurement outside Japan. 
Ishizuka cites a big order fre 
Kyushu Matsushita, a member of 
giant Matsushita electrgnics group 
an example of the ki 
the peripherals divis 
pick up in the pasi ear. 
sales have climbed 20% so far this : 
as a result, though in the early mont 
following revaluation demand ` 
down due to slumping demand in 
personal computer industry. 
Minebea's heavy reliance on it 
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moved out of Japan. Some 6,000 out of 
a total of 14,000 Minebea employees 


_ still work in the home factories, but the 
_| products they make — including such 


items as pistols for the National Police 
Agency and bomb racks for the F15 air- 
craft flown by Japan's Self-Defence 
Forces — are largely proof against the 
impact of currency fluctuations. 

In only one case does Ishizuka admit 
that the higher yen has cut the ground 
from under one of its domestic manu- 
facturing operations. A Kyoto fagtory 
making high-quality wheel hubs for ex- 
port to the US motor industry had to. 
suspend production after revaluation 
made its products uncompetitive. 
Ishizuka says it may take two years to 
put the Kyoto factory back on its feet 
with a new product gr an upgraded ver- 
sion of its old one. 


| E xports of C-MOS 256K memory chips 


from the company$ newly opened 
integrated circuit plant at Tateyama, 
not far from Tokyo, on the other hand, 
are expected to withstand the impact of 


. the higher yen. Ishizuka claims that the 







company's chip design, supplied by the 
British company Inmos, is sufficiently 
distinctive to be able to survive a price 
increasg in the US market that be- 
came inevitable after revaluation. 


. Minebea chips are being used in the 
















| third generation IBM-compatible Com- 
.| paq personal computer, but orders from 
| IBM itself are said to be on the way. 


Minebea's confident response to the 
challenge of yen revaluation obviously 
reflects lessons the company learned in 
the 1960s, when the transfer of produc- 


tion facilities to Southeast Asia by many 


of its customers in the US electronics in- 


_dustry forced Minebea itself to pursue a 


global strategy. An even more impor- 


| tant factor behind the company's resili- 


ence would seem to be management 


. style. In contrast with the traditional 

















.| on the Japanese 










bottom-up decision-making process so 


| popular in Japanese industry, Minebea 


seems to favour a top-down system 
which has facilitated fast and effective 


- overseas moves — including some un- 
. nervingly swift takeover offers for 
| foreign competitors. 


Ishizuka says that overseas takeover 


| activity (including the recent acquisition 


by Minebea of the last surviving US 


| maker of miniature bearings) has en- 
| riched the company technologically, be- 
_ sides cutting down delay in starting 
overseas production. Ironically, experi- 


ence gained con has turned the com- 
pany into one of the most feared raiders 

estic scene. Before 
it began to make headlines as an untypi- 
cal beneficiary from the effects of yen 
revaluation, Minebea was in the news as 
a result of its bid for the robot and musi- 
cal box maker Sankyo Seiki — one of 
the first large-scale hostile takeover 


| bids in post-war Japanese corporate his- 


tory. | 
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TDK accelerates its overseas 
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diversification process 


Big Japanese manu- 
facturing companies 
(«T are notoriously slow 
at reaching decisions 
y= | ON Overseas invest- 
44 ments but the process 
z sometimes be 
speeded up by shock 
treatment. In the case of TDK Corp., 
the world’s top maker of magnetic tapes 
and ferrite products, the yen revalua- 
tion provided just such a shock. 

Although TDK has a position of al- 
most impregnable market strength in 
both its major products, the shift to a 
higher exchange rate had the effect of 
automatically lopping ¥41 billion off 
sales income ir the first nine months of 
1986, for the s:mple reason that half of 
TDK's oversees sales are denominated 
in US dollars. The company managed to 
cut costs at home enough to prevent a 
similar fall in its before tax-earnings, 
but profits we-e still down by a hefty 
47% — by far :he biggest setback since 
immediately after the first oil shock. To 
try to make good the damage, TDK 
began a crash programme of overseas 
investments in May 1986 which has al- 
ready cost roughly twice a normal year's 
overseas expansion. 

The plan was drafted on the assump- 
tion that the yen exchange rate for the 
year would average about ¥200:US$1 
— a serious underestimation of the cur- 
rency's actual strength. Despite this, 
TDK's public-relations chief Kenichiro 
Ohe considers the company has done 
just about eve-ything that could have 
been expected to limit the short-term 
damage from ezchange-rate shifts. 





One problem was that in order to 
have any chance of implementing an ad- 
justment programme within its financial 
year, which ended on 30 November, 
TDK had to start planning its moves at a 
time when most observers thought the 
yen would settle at a lower rate than ac- 
tually proved to be the case. Another 
obstacle to change was the difficulty of 
getting rapid action out of TDK's highly 
decentralised production divisions. 

The company's normal approach to 
overseas investment is for the majora 
cisions to be made at divisional level 
while the head office reserves the right 
of veto. For the 1986 programme, 
TDK's central-planning division not 
only took the main decisions but also 





TDK quality controller. 


Mitsubishi prepares for 


drastic change of strategy 


Tu biggest worry of Mitsubishi 
Motors Corp. in the wake of yen re- 
valuation, according to Yutaka Kama- 
tani, general manager for planning, is 
that the company may have to carry out 
a drastic and probably damaging change 
in its sales strategy in Japan's domestic 
car market. 

Like most other medium-sized Ja- 
panese carmakers, Mitsubishi has been 
using profits earned from exports to the 
US to subsidise cut-price sales at home, 
thereby keepimg its end up against 
larger and more-powerful competitors 
like Toyota. With the advent of the high 
yen, those procits may simply vanish, 
despite the *vcluntary" export quotas 
which have pushed up the prices of im- 
ported Japanese cars to US buyers. 


Kamatani estimates that the Japan- 
ese motor industry's earnings in the US 
will fall by more than ¥1.4 trillion 
during 1986 as a direct result of gna 
tion, since a given amount of dollàr sales 
income is now worth less in terms of 
yen. Since the combined 1985 operating 
profits of the nine carmakers only came 
to Y1.04 trillion, this means exchange 
losses incurred in the US have wiped out 
the industry's entire profits — or would 
have done if ways had not been found to 
compensate by cutting manufacturing 
costs at home. 

The massive setback to profitability 
caused by the fall of the dollar means, 
according to Kamatani, that most 
manufacturers will have to start.stress- 
ing profits instead of sales volume in 
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purchased the land and buildings 
needed for expansion. Production divi- 
siong were then left to equip factories, 
instead of planning and financing the 
entire operation as a virtually indepen- 
dent venture. 


The TDK “emergency” programme 


for 1986 calls for anew components fac- 
tory in Georgia, where the company al- 
ready operates one of its two US magne- 
tic-tape factories. In Europe, where 
TDK had no production facilities before 
revaluation, plans were pushed through 
to complete the purchase of a disused 
magnetic-tape factory from Grundig, 
the West German electronics maker. 
The aim was to prevent exchange-rate 
shifts from pricing TDK tapes out of the 
European market. The Grundig 
` factory is due to restart production this 
month under TDK auspices. 

By buying an existing plant instead 
of building its own factory, Ohe says, 
TDK aimed to save money as well as 
time. But he makes no secret of 

he fact that the company also 
oped to create goodwill for it- 
self by resurrecting what had vir- 
tually the only source of employ- 
ment in the small town of Ram- 
melsbach where the plant is lo- 
cated. 


DK’s emergency programme 

for Asia also included one 
major acquisition: in October 
the company announced that it 
was buying Hongkong’s SAE 
Magnetics, a maker of magnetic 
heads, which had previously 
functioned as an assembler of 
magnetic parts supplied by 
TDK. The acquisition was de- 
signed to give TDK space to 
grow, as well as a local market 
foothold, Ohe says. Before the 
takeover SAE was using only 


apan's home market, thereby presum- 

bly losing ground to the one or two 
companies which have not had to pur- 
sue price-cutting strategies. Kamatani 
believes that Toyota, the industry's 
dominant company with a home-market 
share of around 50%, and Honda Motor, 
the fourth-ranking carmaker, may be 
strong enough to avoid switching their 
domes@-sales strategies. 


Fo the other carmakers an exchange 
rate of ¥160:US$1 spells an “ex- 
tremely grave” situation. Kamatani 
speculates that the big gap between the 
yen’s present rate and its purchasing- 
power parity against the dollar (around 
¥230) ought eventually to push the rate 
down some of the way it has climbed 
during the past year. Failing that, car- 
makers like Mitsubishi may have to set- 
tle for a permanently weaker position in 
the home market. 

Like other Japanese carmakers, Mit- 
subishi has raised its US car prices by 


. 
FAR EASTERN ECONOMIC REVIEW e 25 DECEMBER 1986 


Mh dap o ose 





"NET. 273 7 "e xem =. ng =o g 
< “ » b i 


about half the floor space in its factory 
in Hongkong's Kowloon district, but 
TDK plans to diversify the company's 
product line, making full use of its exist- 
ing facilities. 

The other point of the Hongkong 
takeover was to extend activities to 
three Asian NICs which TDK sees as 
playing an important role in its branch 
of the electronics components industry. 
In existing affiliates in South Korea and 
Taiwan, production had been stepped 
up by 30% before the end of November. 
A move into Singapore is seen as less 
urgent than consolidating TDK's posi- 
tion in Taiwan and South Korea. | 

In deciding to boost its South Korean ` 
and Taiwan operations, Ohe says TDK 
aimed to take advantage of the export- 
led growth that both NICs have been | 
enjoying as a result of the yen revalua- - 
tion. But TDK's factories in the NICs | 
are not themselves to be regarded as 
offshore production bases aimed at the 





around 10% in dollar terms since the 
start of yen revaluation. But Kamatani 
stresses that this has already been al- 
lowed for in calculations of the overall 
losses caused by exchange-rate shifts. 
More price increases will be imposed as 
and when warranted, but one result of 
this process may be the permanent with- 
drawal from what Mitsubishi executives 
call the “entry-car” market, meaning 
cars priced at roughly US$5,000 bought 
by first-time owners. 

In order to continue being able to 
offer a full range of cars to its US cus- 
tomers, Mitsubishi's US sales subsidiary 
plans to import and distribute the Excel, 
a small passenger car made by Hyundai 
Motors in South Korea, next year. 
Meanwhile, Mitsubishi itself will stress 
larger or more specialised cars — for 
example, with fuel injection or high- 
performance engines. 

The decision to sell Hyundai cars was 
natural in view of Mitsubishi's close fi- 
nancial and technical links with the 
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US or European markets. Instead, the 
idea is to sell magnetic heads and other 
advanced electronics products to local | 
audio and computer makers who have | - 
been cashing in on the setbacks Japan- | 
ese assemblers have experienced in the 
US since revaluation. p- 

In following this course, TDK says it 
at least enjoys the advantage of main- | - 
taining a strong competitive edge. Un- " 
like Japanese assemblers of finished | - 
goods, the company faces no direct | — 
competition from South Korean or 
Taiwen companies for its hi-tech 
components. This is particularly so in 





P 
| ferrite products where TDK claims a 3 


worldwide market share of 50%, with | 
the main competition coming from one |- 
other Japanese company and from 
Western Europe. 

The handicap TK faces in pushing | | 
through an emergency programme of | — 
overseas investments, Ohe says, is that | — 
the company may have locked itselfinto | - 
production decisions that cannot easily | 
be reversed if competitive conditions 
change in the future. Unlike assemblers | - 
of finished electronics products, parts- | | 
makers like TDK find it hard to convert | - 
production lines from one product to | - 
another to suit market shifts. 1 

But Ohe still maintains that what has | | 
been done so far represents ane“abso- 
lute minimum" response to the chal- 
lenge of yen revaluation. Step two in the 
company's drive to adapt itself to the | 
rigours of a high yen will be a longer- 
term look at the prospects for offshore 
production. Even this, Ohe admits, may 
prove to.be largely a matter of playing 
things by ear. a 

If the yen revaluation has taught 
TDK anything, it is that long-term plan- | - 
ning has severely limited uses in a world i 
where exchange rates can shift by 50% | - 
in less time than it takes to build a new 
factory. o 


South Korean company. Other Japan- |. 
ese companies with few links to the Asian | 
NICs could have more trouble in decid- | : 
ing to import the cars of competitors. 
Another yen counter-measure which | — 
Mitsubishi is pursuing is the import of | |. 
components from low-cost Asian or 4 
Oceanian suppliers. Mitsubishi Motors | 
of Australia, a company which was ori- 
inally acquired from Chryslerinthelate | - 
970s in a virtual rescue operation, will | 
step up shipment to Mitsubishi Japan of | 
cylinder heads and other componehts 4 
made of cheap local alugynium. Imports | — 
of transmissions fro Philippines af- | — 
filiate in which Mitgllbishi has a 30% | - 
stake are also scheduled to rise. 1 
In total, Mitsubishi expects to double 
the value of its components imports dur- | — 
ing the coming year, but the projected y 
amount — ¥36 billion — looks small | 
when set against the costs imposed byre- | - 
valuation. This is one more reason why | 
the company feels it is facing a situation 
over which it has little control. 
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relief offshore 


For Matsushita. Elec- 
tric, Japan's largest 
| consumer-electronics 
manufacturer, the 
AM y* |yen's revaluation 
| EH. $4 broke an 11-year run 
| eec m^ of continuously in- 
EE IVC" | creasing profits. Ope- 
rating income for the first nine months 
of the current financial year (ending 20 
August) was down 47% from a year ago 
and worse is to follow, according to cor- 
porate planning director Tsutomu Fuku- 
hara. Despite this, the company claims 
that adjusting to th¢high yen, once the 
initial shock is over, will be a matter of 
persuing strategies that were in opera- 
tion anyway. 

Shifting production overseas to the 
point where 25% of Matsushita’s total 
output, and half of its overseas sales, 
Eate outside Japan (as against 12% 
and roughly one-third today) is a key re- 
S 












onse. Next in importance is running 
own the share of exchange-rate-sensi- 
. tive consumer products in the com- 
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| pany’s domestic sales. Consumer goods 
| accounted for 57% of home sales in 
| 1985 as against 31% for industrial pro- 


| ducts and 11% for integrated circuits. 
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I? 1985, Japan's Bridgestone Corp. 
| Wedged past Firestone Tire and Rubber 
| of the US to become the world's third- 
| largest tyre-maker. In 1986, the yen's 
revaluation upset most of Bridge- 
| stone's short- and medium-term calcu- 
| lations on growth and profitability, forc- 
| ing the company to take a fresh look 
| at its overseas investment strategy, 
| its product range, and even its re- 
search and development (R & D) acti- 
vities. 

_ According to Akihiro Ono, general 
| manager for finance and accounting, it 
is still too early to know by how much 
the company's sales and profits will be 
| down in the 1986 calendar year. Ono ad- 
mitS, though, that the yen revaluation 
| would have lopped ¥35 billion off the 
_ value of exports yen if there had been 

no change in thefyolume of tyres sold 
overseas. In fact, i 
fall by around 10% in volume terms dur- 
ing 1986 thanks to tougher conditions in 
| overseas markets as well as poorer de- 
| mand athome. 
k Bridgestone has a commanding 50% 
share of the Japanese domestic tyre 
market, for both new cars and replace- 
| ment sales, but Japanese car-makers are 
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Matsushita seeks yen 


| Bridgestone goes for 
| value-added sales 





Matsushita wents to get the consumer 
portion of its Eusiness down to less than 
50% of domestic sales in five years’ time, 
though it acknowledges this may create 
problems with the production divisions 
— jigyobu — which are committed to 
this side of the business. 

Within the consumer division, Mat- 
sushita aims at developing a new gener- 
ation of high value-added products 
which will be sophisticated enough to 
absorb the costs of yen revaluation. A 
43-in colour TV set deliberately plan- 
ned to be 1 in bigger than the 42-in 
set developed »y Mitsubishi Electric, is 
one product or which hopes are pinned. 
Others are liquid crystal sets (launched 
in July) and digital video-tape record- 
ers. 

The commi-ment to shift production 
overseas, which is the single most im- 
portant pillar of the company's yen-ad- 
justment strategy, has produced a string 
of announcements during 1986 of new 
projects in the US and Europe, where 
Matsushita sees on-the-spot production 
for local markets growing fastest in the 
next few years. But Riyoji Mita, general 
manager for Asia and Oceania, sees a 
big impact on Asean as well. 


themselves likely to export less in 1986, 
so Bridgestone's indirect and direct ex- 
ports have been falling. More worrying 
for the longer term, according to Ono, is 
a tendency for hitherto loyal customers 
in the motor industry to use imports. 
Until the bezinning of 1986, only two 
foreign tyre-mzkers, Michelin of France 
and Semperit of Austria, had been able 
to penetrate the tightly controlled Ja- 
panese tyre market. Since the US dollar 
began to lose ground rapidly against the 
yen, some car-makers have begun using 
cheap US-made tyres in an effort to cut 
costs. Ono <edmits, however, that 
Bridgestone its2lf has been trying to cut 
costs by shifting its procurement of mat- 
erials, including synthetic rubber and 
polyester fibres, from long-standing 
domestic suppliers to cheaper imports. 
Bridgestone's response to the chal- 
lenge of endaka (high yen) extends all 
the way from saving on paper and tele- 
phone calls to taking a much closer look 
than before at the prospects for making 
car tyres in the US (at present the com- 
pany's factory in Tennessee only makes 
tyres for buses and trucks). In the short 
run, though, one of the most crucial is- 
sues has been the pricing of exports. At 
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Matsushita TV assembly: new generation. 


At the end of 1985 Matsushita had 
* 50 billion of accumulated investments 
in the five major Asean nations and in 
Taiwan. This will double in the next five 
years even though the proportion o 
Matsushita's overseas production con 
tributed by its Asian factories outside 
Japan may fall over the same period 
from around 45% to 40% of overall 
offshore output. 


Q ne reason why production in South- 
east Asia will be forced to rise 
fast in the next few years, Mita says, is 
that yen revaluation has placed the com- 


the beginning of 1986, Bridgestone's US 
subsidiary announced price increases of 
1596 on most of its tyres with the object 
of making increased US-dollar revenues 
cover at least a portion of the yen re- 
venue likely to be lost. 

The 15% figure was never more than 
wishful thinking, Ono admits. The com- 
pany's real intention was to raise prices 
by about 10%, but even this proved im- 
possible after Bridgestone's US com- 
petitors cut prices to cash in on the com- 
panys yen problems. Ono think: 
Bridgestone may end the year with an 
average rise of 7% in the prices of the 
tyres it sells in the replacement market. 


hile trying to raise its per-tyre dol- 

lar revenue in the US, Bridgestone 
has been cutting back on costs at home 
and postponing much of its ogginally 
scheduled investment in new plant and 
equipment. The company’s R & D bud- 
get, already an impressive 5% of sales, 
has been boosted as part of a campaign 
to try to offset the yen revaluation with 
higher value-added products. 

Hi-tech products could mean an ex- 
cursion into bio-technology (where one 
of the more intriguing possibilities, Ono 
says, is the test-tube production of natu- 
ral rubber). Rubber “muscles” for 
robots and grease-free conveyor belts to 
replace conventional bicycle chains are 
two of a long list of Bridgestone imnova- 
tions. But the main focus of R & D ef- 
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pany in a position where it can no longer 
afford to make some products in Japan 
— tha list Mita cites includes small col- 
our TV sets, electric fans and small re- 
frigerators. Even if this were not the 
case, Matsushita claims that it would 
not want its Southeast Asian plants to 
remain stuck in the rut of only serving 
domestic markets. 

Mita claims a 50% overall export 
ratio for Matsushita's manufacturing 
operation in Malaysia (though indi- 
vidual plants vary from zero to 
8596, depending on products), a 40% 
ratio for Taiwan and 90% for Singa- 
pore. Matsushita factories in Thailand 
and Indonesia are mainly domestic- 
market oriented but even in Indonesia 
there is “some export potential." High 
export levels result from a policy of 
country-specialisation under which the 
Philippines, for example, has concen- 
trated on dry-cell batteries, floppy 
disc drives and electrolytic capacitors, 
while Malaysia has focused on colour 

V sets and electric irons and Singapore 
~.1 semiconductors. 

Exports from Matsushita's Asean 
factories so far have gone mainly to 
third-country markets including the 
Middle East, India and Latin America, 
but as a result of the yen revaluation 
there will be a new emphasis on shipping 
goods back to Japan. Exports to Japan 
of audio equipment from Singapore and 
Taiwan are about to start. Matsushita 
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Indonesian tire factory: expansion. 


forts will continue to be the tyre division 
itself, where a little extra knowhow can 
multiply by a factor of four the value- 
added component of a set of car tyres. 

One sign that the company is ahead 
at the hi-tech end of the industry was its 
recent success in securing an order for 
tyres to equip the Porsche 959, an ultra- 
high-performance car with a top speed 
of 323 kph which is to be built in a li- 
mited edition of 250 cars. The Bridge- 
stone tyres wil be used on the first 135 of 
the cars, possibly giving way to Dunlop 
tyres onethe rest. 

The high yen is likely to force 
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also plans to increase imports of compo- 
nents into Japan, both from its own 
Asian subsidiaries and from unrelated 
companies which already supply its 
offshore subsidiaries. Components im- 
ports could flow faster if Matsushita's 
domestic parts suppliers would agree to 
follow it into some of the countries 
where it has assembly operations. 

The one thing which Matsushita will 
not do in any conceivable exchange-rate 
situation, says planning director Fuku- 
hara, is to import into Japan finished 
electronics goods made by non-Mat- 
sushita group companies in other Asian 
countries for sale under its National or 
Panasonic labels. Fukuhara cites quality 
problems as the main reason for avoid- 
ing finished-product imports. A more 
fundamental concern is to avoid the 
“hollowing out” process which the Ja- 
panese believe has occurred in the US 
and European electronics industries as a 
result of imports of finished products 
made in Asia for sale under well- 
known Western brand-names. 

In planning its investment strategy in 
Asia, Matsushita has acted on the as- 
sumption that the next few decades will 
belong to Asean, rather than to the 
Northeast Asian NICs, which Mita sees 
as already facing labour shortages and 
the threat of having to revalue their cur- 
rencies under pressure from the US. 
This does not mean, however, that all 
signals are green for Southeast Asia. D 


Bridgestone to step up its offshore pro- 
duction from the current level of 10% of 
total production to 15-20%, Ono says. 
But building a factory to produce car 
tyres in the US (Bridgestone's largest 
overseas market) would mean adding 
fresh capacity to an already over- 
crowded industry. 

Buying an existing plant might make 
better sense. However, most US tyre 
factories which have come onto the 
market recently have been of the older 
conventional or crossply types rather 
than the modern radial. In effect, 
Bridgestone would be equipping a 
brand new tyre factory even if it bought 
out an existing facility. 

Outside the US, Bridgestone has 
plants in Taiwan, Indonesia, Thailand 
and Australia. The Taiwan plant will 
certainly step up production for export 
under the company’s medium-term 
plans for shifting production of standard 
car tyres at least partly out of Japan. But 
a heavy additional commitment to 
Taiwan incurs precisely the same 
foreign-exchange risks that have be- 
devilled operations at home, with con- 
tinuing US pressure on Taiwan to re- 
value its currency. For this and other 
reasons, Ono says, Bridgestone is keep- 
ing its options open on Overseas expan- 
sion. The truth could be that the com- 
pany wants to keep its competitors in 
the tyre industry guessing which way it is 
going to jump up to the last moment. Ll 





US bonanza 
for Shuwa 


Shigeru Kobayashi, 
.| the founder-owner of 
Shuwa Corp., Japan's 
fourth-largest prop- 
f» | erty developer in 
24 terms of rental in- 
ANO Ae on the number of 
times he has been first into a new line of 
business. Immediately following the 
Korean War, during which he made a 
small fortune in shipping, Kobayashi 
moved smartly into property, building 
Tokyo's first “social building” (a multi- 
storey block containmg small shops and 
restaurants) in the Ginza in 1957, and its 
first high-class apartment block in 
Ayoyama. s 
In 1971, when the “Nixon shock” 
forced Japan to revalue the yen for the 





first time since the end of World War II, © 


Kobayashi decided the time had come 
to start buying foreign real estate. His 
early investments in Brazil and the US, 
he now says, were disasters, register- 
ing ¥2.5 billion in losses over 10 
years. But the education derive from 
buying the wrong property in the wrong 
place in the early 1970s left Koba- 
yashi poised to take full advan- 
tage of the foreign real-estate bargains 
generated by the latest yen revaluation. 

Shuwa has invested more than US$1 
billion in US property during the past 
six months — easily out-distancing 
larger competitors like Mitsui Real Es- 
tate, whose bureaucratic structure makes 
it harder to arrive quickly at major in- 
vestment decisions. Shuwa’s purchase 
of the Los Angeles Arco Plaza complex 
in August 1986 set a new record for a 
single overseas property purchase by a 
Japanese company — the twin skyscrap- 
ers housing the headquarters of Atlantic 
Richfield and BankAmerica are be- 
lieved to have cost the company about 
US$620 million. In October, Kobayashi 
followed up by buying the ABC Build- 
ing in New York for US$172 million. 
More major purchases are likely to fol- 
low in the next six months. 

Kobayashi says he plans to own 
about US$2.5 billion worth of US real 
estate by mid-1987, with the emphasis 
on office property in New York, San 
Francisco and Los Angeles. If things 


work out according to plgn, Shuwa will 
be earning more from iff US operations 
by mid-1987 than from@he property the 


company owns in cefitral Tokyo. The 
rush into US rea! estate could also move 
Shuwa up a notch in the league of Ja- 
panese real-estate developers, given the 
extreme difficulty its rivals are facing in 
attempts to expand domestically. 

In deciding to get heavily involved in 
the US real-estate market, Kobayashi 
says he was only partly motivated by the 








come, prides himself | - 

















































































| ist between the yields of 2-3% avail- 
ble on rental Piper in Tokyo (where 
ents habitually lag behind land values) 
d the 6-8% yields available in Los 
ngeles was another big draw. 

More generally, Kobayashi claims a 
hilosophical basis for his excursion 
ito US real estate. The Japanese Gov- 
tnment's current policy of encouraging 
igher personal consumption from per- 
nal savings, thus diverting the savings 
‘ay from export industries, wll not 
rk. in his view, because most domes- 

















































nomic “management ae mice 
he Labour government of David 
on ant fs in the balance. Rising 


Suds. and balance of pay- 
n overvalued currency, sluggish 
| and growing unemployment 
> Shaken nid that the pro- 


l amed after Finance Minister Roger 
Ouglas, who was responsible for the 
cal changes introduced following 

/ 1084 election, Rogernomics is a 
re of liberalisation of internal reg- 
ion and external protection, re- 
al-of subsidies, commercialisation 
tate-trading activities, tighter con- 
of state spending and use of mone- 

policy to influence inflation and the 
‘macro-economic indicators. Those 
cators were moving in the right di- 
ion at mid-year, but over the past 
months some signs have emerged 
Rogernomics is at least going 
ugh a large hiccup, and i is possibly 
g derailed. 
flation, down to 2.3% in the 
h quarter, climbed to 2.7% in the 

uarter and 3.396 in the most re- 
nt period. The addition of 5-6% to 
ds prices through: the imposition of a 
consumers tax in October should 
Y inflation over 8% in the December 
ter, with projections keeping it well 
ve 2% a quarter for the first nine 
hs of1987. |. 
alongqvith heavy consumer de- 
Mr effects of the new tax 

















e Reserve Bank (the 
al bank) in September, has helped 
interest rates up. Short-term in- 
est rates, which fell to 15% at mid- 
ar, climbed steeply to top 20% in 
nber. In response, too, the New 
d dollar exchange rate, which 
en from more than 68 on the 


pding tightening of 


ighted index to around 59 in 


alternative i is to use panes: savings to 


boost the economies of other countries. 
By buying up some of the choicest 


pieces of US office property, Kobayashi 


explains, he i5 helping to create new op- 
portunities for US real-estate develop- 
ers ‘and stimulating the US economy. 
This is likely to be more efficient, he 
says, than Shawa itself getting involved 
in the US as a developer, along the lines 
favoured by some of the company's 
larger Japanese rivals. It also offers far 
better growt1 opportunities than are 
available in the local property market. 


DEBT WEIGHT 
(New Zealand balance-of-payments 
deficit, 1986) | 


september, climbed back to around 64 
in October. 

There was a corresponding worsen- 
ing of the balance of payments. The def- 
icit. decreased steadily to mid- -year, 
when it reached NZ$150 million 
(US$76.5 million) for the month of 
June, but then climbed to NZ$253 mil- 
lion in October. Although down on the 
pace which produced a NZ$3.34 billion 
deficit for the year to March 1986, at 
5.7% of gross domestic product it was 
still high. 

Exporters 5lamed the deficit on the 
"high" New Zealand dollar. Yet, since 
March the talance on merchandise 
trade has been in credit. A persistent 
high invisibles deficit far outweighs the 


merchandise trade balance — in Oc- 


tober it was sill at a 
NZ$261 million. 

A significent part of the invisibles 
deficit was interest on overseas debt, 
made heavier 5y the 20% devaluation in 


monthly level of 








p 
rather that of his banke 
property market, Kobayashi waats to 
start channelling private Japanese sav- 
ings directly into US real estate — using 
Shuwa's know-how as the intermediary. 
An "Overseas Property Interchange 





Centre" which Shuwa plans to open on. 


one of its older sites in the Ginza area 
will offer private investors the chance to 
acquire floors or portions of floors in 
buildings in which Shuwa is the major 
investor. 

Getting private Japanese savers di- 
rectly involved in the US market will 


billion owed in March 1983. The figure 

did not include short-term loans used to 
roll over longer-term loans (an 
increasing. practice in the pr 
vate market),  governme!i 
bonds bought by foreigners, 
borrowings overseas by sub- 
sidiaries of New Zealand com- 

 panies and most. Euro-Kiwi and 


 .vate debt in June 1986 was 
'NZ$5.1 bilion. 


in December. The budget def- 
icit, 
fiscal 1986-87 (ending 31 
March) at NZ$2.5 billion, or 
just over 5% of GDP, was pro- 
jected in a 9 December estimate 
to hit NZ$2.9 billion — with- 


aam Out taking into account some 


NZ$500 million shifted off-budget by 


commercialising state- trading enter- 


prises. . 

. All this puts Rogernomics on trial, 
just two-and-a-half years into its pro- 
gramme.. With the government facing 
an election by next September at the 


latest, it needs better indicators withi 


July 1984 and the removal of foreign-ex- _ 


change contrcls at the end of 1984. A 
statistics department assessment — 
there are no official figures kept of pri- 
vate debt — »ut total foreign debt at 


NZ$26.9 billicn at June 1986, 60. 9% of 
: GDP. 


This was nearly double the NZ$14.7 


the next few months. 


However, 
signs. 
negotiated appears likely to av 
about 7% — four points below the 
flation rate in the year to September. 
This should have a deflationary effect 
and, by dampening DM CHE 


there are some e. good 


reduce upward pressure orP&interest 
rates. 
The  balance-of-payments deficit 


does seem to be bottoming out above 
the two previous troughs in late 1984 
and 1985. Long term, there are indica- 
tions that the deficit will continue to im- 
prove — to as low as NZ$1.1 billion for 
the 12 months to March 1988, according 
to the New Zealand Institute of Econo- 
mic Research. 

Longer term, prices also look set to 
fall steadily to 1988. But there isa lot of 


pain to be endured before that pont is 


reached and the trial period is over. _ 
| — Colin Je am 


=f 
| 


Yankee-Kiwi bond issues. Pri- : 


There was more bad news 


originally estimated for | 
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help to “deepen understanding” be- 
tween the two countries, says 
Kobayashi. It could also provide a valu- 
able second string to the company's 
main line of office rental business. 


Gon to the size of the com- 
pany's financial stake in the US 
property market, Shuwa's involvement 
in terms of manpower has been mini- 
mal. Its four US subsidiaries (located in 
New York, Boston, Los Angeles and 
San Francisco) employ a total of 28 peo- 
ple, roughly half of whom are Japanese 
who have been conditioned to expect 
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Bombay brokers; Bombay Stock Exchange: more swoops 


overseas service lasting up to 10 years. 

The ability to organise an ambitious 
overseas investment programme with a 
minimum of human resources marks 
out Shuwa from big Japanese manufac- 
turers, for whom the lack of trained Ja- 
panese personnel is the biggest single 
hurdle to moving abroad. But 
Kobayashi is not sure how long he will 
be able to keep a low profile in the US. 
One idea for the future is for at least 
one of the US subsidiaries to go public 
with a share offering on the New York 
Stock Exchange. This could amount to 
as much as US$625 million. 
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rumoured. 


Killing the golden goose... 


New Delhi toughens its control of stockmarket dealings 


By Aziz Tabany in Bombay and Lincoln Kaye in Calcutta 


A government crackdown on alleged 
tax-evaders and subsequent reac- 
tions by stockbrokers in recent weeks, 

ave combined to endanger the chances 
-f India’s stockmarket “goose” laying 
its much-anticipated golden eggs, rais- 
ing fears that upcoming issues may fall 
short and — more important — that the 
government has decided that the 
stockmarkets are incapable of policing 
themselves. 

The current five-year plan relies on 
the prite sector to raise an average of 
. Rs9 billion (US$5.4 million) a month in 
industrial capital — more than half of it 
from the bourse. But just when the 
equity exchanges were approaching this 
level of fund-raiding for the first time in 
their history, gearing up to absorb Rs 
8.8 billion worth of new paper within six 
weeks, Finance Minister V. P. Singh’s 
minions stepped in and in effect froze 
what little liquidity remained. 

First came a blitz of income-tax raids 
on prominent Bombay brokers 
(REVIEW, 6 Nov.). Such an exercise in 
itself was nothing new for the nation's 
largest stockmarket, which is widely 





held to be a major laundry for black- 
money. What distinguished the current 
raids from previous rounds was: first, 
the timing on the eve of the traditionally 
auspicious Hindu accounting vear; sec- 
ondly, the scale involving coordinated 
swoops on 25 premier brokers and 
thirdly, the unusually draconian follow- 
up. 
When trading ground to a halt due to 
the taxmen's seizure of share certifi- 
cates necessary for settlement of for- 
ward transactions, Singh insisted on the 
brokers producing bank guarantees be- 
fore the scrip could be released. That 
forced brokers to admit to owning 
shares whose registration was disputed, 
before they could be reclaimed. It also 
led to liquidation of stakes by major 
broking houses to post cash margins 
with the banks, since recently promul- 
gated regulations virtually debar scrip 
as collateral. 

Subsequent mini-raids on New Delhi 
brokers and Bombay gold-dealers 
sparked rumours of more widespread 
swoops to come, and prompted nervous 


traders on all 14 Indian exchanges. 








would take advantage of lower corpo- 
rate tax rates than the company faces in 
Japan, as well as respond to the need for 
a large US capital base to finance 
further expansion. In Japan, mean- 
while, Kobayashi plans to remain 
strictly private. With major city banks 
tumbling over each other to lend him 
money for his overseas investments and 
with inheritance tax set at 64.595, 
Kobayashi would have to be a less 
shrewd businessman than he undoubt- 


edly ifto see any advantage in increas- | 


ing his capital. 





and assorted commodity markets to 
start jettisoning positions. 


in the immediate aftermath of the initial 
raids, but the institutions, with a unani- 
mity that suggested top-level coordina- 
tion from New Delhi, stayed on the 
sidelines as the hammering gathered 
momentum. 


By going public in the US, Shuwa | 


Govern- - 
 ment-backed financial institutions lent | - 
only half-hearted su®port to the market 























Meanwhile, small investors rushed | _ 


to cash in their scrip for reinvestment in 


the bumper crop of attractively priced | 
new paper. The Rs 100 million virgin 


scrip issue of Vareli Textile Industries 
was 10 times oversubscribed. Réfliance 
Industries’ Rs 4 billion debenture issue, 
which was priced to convert into equity 


at less than a third of the counter’s cur- | 


rent market value, was oversubscribed 
five times. 

But, with the secondary market in a 
tailspin, the ebullience of the primary 
market was already showing signs of 
petering out. The Rs 800 million in new 


shares issued by the Birla family’s Indo- | — 
Gulf Fertilisers failed to bring an over- | | 


subscription. 

Also, bank time-deposits showed an 
atypical Rs 13 billion spurt in early 
November, suggesting that some of the 
small investors’ funds withdrawn from 
the market might not so readily find 
their way back into equities, though 
more massive capital issues are wait- 
ing in the wings, including two Rs 1.5 
billion debenture issues by Indian 


Rayon and the Bombay/Delhi Tele- 


phone Co. 


Darse sentiment further, the 


Calcutta stock exchange was forced © 


to shut down for seven days due to panic 


isis on Indian 
stock exchanges in ag many months. 
The combined selli 
for a 120-point plunge in the Bombay 


Stock Exchange index in just over two - 


weeks, pushing the index below the 500 
mark. 

To stem the continuing slide, Bom- 
bay bourse authorities fixed floor 
prices for all 63 blue chips eligible for 
forward sales and trading time was 
pared to just one hour a day. But kerb- 


pressure made - 
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selling when a broker defaulted on | — 
_short-sale commitments in a blue chip 
— the second default 
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traders continued to pull down prices 
apace, even efter the market was offi- 
cially closed for a day due to “abnormal 
conditions.” 

Yet still the financial institutions did 
nothing — all the more unnerving to 
brpkers and punters since the institu- 
tional portfolios were known to be suf- 
fering heavy paper losses and such 
mutual-fund products as the Unit Trust 
of India’s new “Mastershares” were 
selling at a discount. The bourse’s 
swan dive was only checked, at least 
temporarily, when Prime Minister 
Rajiv Gandhi, on a visit to Bombay, 
pledged “comprehensive legislation for 
the orderly regulation of stock ex- 


| changes” and a clean-up of trading prac- 


tices. 

As though on cue, the institutions 
leapt into the ring Although their pur- 
chases were by no means massive, their 
sheer presence was enough to restore a 
smattering of morale, at least through 
the weekend, when prices went soft 
again on profit-taking. Meanwhile, offi- 


cials of all 14 exchanges flew up to New 


Delhi for a meeting with Singh on the 
proposed reforms. 

Among the recommendations of 
the government's committee on stock- 
exchange reforms earlier this year was 
the imcorporation of all 14 exchanges as 
limited-liability companies under gov- 


-ernment-appointed chairmen answera- 


ble to a centralised securities industry 
council. 

Trading hours, margin require- 
ments, accounting practices and brok- 
ers' training were all to be standardised. 
Also, inter-exchange data links would 
reduce arbitrage. 

During the stockmarkets' halcyon 
days of 1985 and early 1986, brokers 
were lukewarm about such proposals, 


| pleading instead for self-regulation. If 


nothing else, the latest round of prob- 
lems might have softened their resist- 
ance — which might have been the point 
of the government's price-bashing exer- 
cise in the first place, some market 
cynics suggest. ü 
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Separation payments 


Singapore, Malaysia contemplate a share-market split 


By Anthony Rowley in Singapore 
S ingapore has just passed the first 
anniversary of the Pan-Electric In- 

dustries (Pan-El) crisis — in December 
1985 the collapse of Pan-El and the dis- 
closure of massive forward-contract ob- 
ligations brought about an unprecedent- 
ed three-day closure of both the Stock 
Exchange of Singapore (SES) and of the 
Kuala Lumpur Stock Exchange (KLSE). 
The idea, bcrn of the Pan-El crisis, that 
the two stockmarkets should distance 
themselves more from each other is likely 
to reappear following the anniversary. 

An "evaluation committee" set up in 
Malaysia of bureaucrats from the Prime 
Minister's Department and from the 
government Economic Planning Unit is 
currently studying the matter. Both 
Singapore and Malaysia seem to favour 
a gradual spl t, starting off with separate 
share registr es and moving later to the 
delisting of certain Malaysian com- 
panies in Singapore and vice versa. 

The SES and the KLSE both appear 
to realise that a complete and sudden di- 
vorce could be painful. Both need to 
build up their own strength before they 
can learn to live apart. They may not 
have acknowledged that fact in the heat 
of the moment after the Pan-El crash, 
when each was blaming the other 
(REVIEW, 12 Dec. '85 and 6 Feb. '86). 
But mutual recrimination has given way 
to an acceptance of mutual weaknesses. 

Why Singapore needs Malaysia (in 
stockmarket terms) is obvious enough. 
Malaysia-incorporated firms represent 
58% of the tctal 315 companies listed on 
the SES and account for nearly half of 
Singapore's market capitalisation (and 
more than half of trading volume). That 
is a legacy of the fact that, following the 
split of the joint Stock Exchange of Ma- 
laysia and Singapore in 1973, Singapore 
continued to allow almost automatic 


COMPANY RESULTS 
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N.Z.Forest | H30Sept. | NZ$72.11m 443  |NZ$633.7m +8 6.5¢ | Profits include extraordinary gain of NZ$14.19m. 
Products (US$36.4m) (US$320.1m) (6€) 

LionCorp. | H30Sept. | NZ$17.69m 413.5 | NZ$438.14m 8c 
(New Zealand) (US$8.9m) (US$221.2m) 






Poor performance reflects losses resulting from the high} — 
value of the yen. Full year group net profit forecast at ¥13bvs 
¥30.05b. : 
Advertising suffered, but newspaper circulation held up| . 
well. Profits include extraordinaries. 


The final dividend of 8¢ will be paid on 28 Jan. 







listing on the SES of Malaysian-listed 
stocks, subject only to the issue of a 
prospectus in Singapore. (This has not 
been the case since Pan-El, however.) 

Malaysia’s need for Singapore is not 
so apparent. Although Kuala Lumpur 
continued to quote existing Singapore 
listings in 1973, any new company wish- 
ing a listing on the KLSE had to vest its 
activities in a Malaysia-incorporated 
vehicle which complied with the various 
ownership and other strictures e£QWhe 
New Economic Policy. Consequently, 
the number of Singapore companies on 
the KLSE nowadays is, at 56, only 
around a quarter of the 222 Malaysian 
companies listed, representing less than 
a third of the KLSE’s capitalisation. 

But if Singapore needs Malaysi 
companies in order to give its stockmi__ 
ket size, Malaysia equally needs Singa- 
pore to provide the liquidity which 
foreign investors in particular demand 
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^ Profit is after deduction for extraordinary loss of NZ$1.46m. | 
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in Malaysian stocks. Singapore brokers 
find it easier to lay hands on large lines 
of Malaysian stock simply because Ma- 
laysian companies and investment in- 
stitutions know that Singapore has bet- 
ter international connections than does 
Kuala Lumpur. 

Since share registration procedures 
are pretty lax on both sides, a great deal 
of scrip floats around unregistered (ef- 
fectively in bearer form) for long 
periods and is prone to being lost, stolen 
or forged during journeys across the 
Causeway linking Malaysia and Singa- 
pore. Many companies operate their 
own registries and when stock is sent in 
for purposes of claiming dividends, they 
are in a powerful position to influence 
retr own stock price in a necessarily 
` very narrow market. This is one of the 
factors blamed for the ease with which 
forward contract deals, in Pan-El and 
many other companies, were executed. 


£* o the clamour now, especially in 

2 Malaysia, is for separate national 
»lare registries and compulsory regis- 
tration, within a shorter time, so that 
scrip cannot be switched around so eas- 
ily from one country to the other. One 
Kuala Lumpur broker; who assured the 
REVIEW that “a split of the two ex- 
changes is coming soon," suggested that 
separate registries would increase for- 
eigners’ confidence in the Malaysian 
market. It would also compel London 
brokers to go to Kuala Lumpur for stock 
in the future rather than Singapore, and 
thus help reduce capital outflows. 

Not all foreign investors may relish 
that prospect given the efficiency, or 
lack of it, of some Malaysian brokers 
— though it must be said in fairness 
that the Pan-El scandal did not exactly 


reveal Singapore brokers to be models- 


of financial rectitude either. Still, 
at least the Malaysian brokers appear 
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ee 3 
to acknowledge their shortcomings. 

One bumiputra, or indigenous Ma- 
laysian, broker, whose firm was one of 
the first to corporatise and link with a 
British broker in the wake of the Pan-El 
crash, told the REVIEW that “any Ma- 
laysian stockbroking firm that wants to 
be in the forefront in future will have to 
improve their capacity to handle large 
lines of stock, and provide good re- 
search.” More business from foreign in- 
stitutions would be good news, though, 
for Malaysian-Chinese brokers who do 
not have the inside track with big 
bumiputra investment institutions that 
their bumiputra competitors allegedly 
have. 

Fixed brokerage commissions will 
probably be on their way out and 
negotiated commissions in before long, 
on both sides of the Causeway. In Singa- 
pore’s case, this flows partly from New 
York’s big bang in the mid-1970s and 
from London’s just a few weeks ago. 
Several big US investment banks are 
now making a market in Singapore 
stocks in New York and Singapore is 
naturally anxious to make sure that the 
trend does not go too far. In Malaysia’s 
case, the KLSE will have to follow suit if 


NEW STRAITS TIMES. MALAYSIA 





1986 
(end month) (w 
ESD VER do ER » SRR a Sees 


eekly values) 
por DE AONO yuan 





neg Tee 3. "- lo n4 a 
are | d ^ 





ENDE 


LÀ 
Singapore moves to lower commissions. - 


Both may keep fixed cómmissions 


below a certain contract value, however, 
in order to “protect the little man" — 


meaning little brokers rather than small 
investors. 
Although a “split” 
initially, in the sense of separate listings, 
it looks as though the current moves in 


Singapore to get an unlisted securities - 


market (USM) represent an anticipa- 


tion of that. Singapore needs to find - 
morf companies of its own to list before — 


it can contemplate de-listing Malaysian 
stocks (many of which are finance or 


plantation issues having little to do with | 


Singapore's projected image of a 


sophisticated, hi-tech manufacturing | 


economy). 


The SES-run USM, dubbed SESDAQ | * 


(Stock Exchange of Singapore Dealings 


and Automated Quotations), aims to | 


prepare small eompanies for ultimate 
listing on the big board. If there are not 


many more companies to be brought to | 


market in Singapore on a top-down ap- 
proach — as with Singapore Airlines — 
then the bottom-up approach might 
work instead. 

The trouble is that, as one former 
stockbroker (now a merchant banker in 
Singapore) commented, an offftial ob- 
session with hi-tech and venture capital 
situations could exclude the numerous 
humbler manufacturing and distribut- 
ing operations that are still the 
backbone of the Singapore economy. 


——— V. EDU 
- - 


betweene the 
KLSE and SES will not be a full divorce © 











They are denied an SES listing by virtue - 


of their size, and may not make the 
grade with SESDAQ either. The SES 
claims that it will *not close our eyes to 
any company," but Singapore official- 
dom's attitude towards non-glamour 
companies up to now has been about as 
discouraging as its disdain for academi- 
cally less-qualified citizens. 
































MING KONG: Most counters improved slightly as 
ding continued in a lacklustre fashion ahead of 
christmas and New Year holidays. Overseas 

' drove the Hang Seng Index up sharply on 

, with the Hutchison group, Hongkong 

1 and the Hongkong and Shanghai Banking 

. enjoying the most gains. Average daily 

ier fel 21% -to HK$856.57 million 

$$109.81 million) on shares of 200.6 million. 
ncial shares HE ne market, followed by 















UK. O: A UN an rally ran out of 
am in mid-week, though the Nikkei Stock 
'erage closed the period at 18,788.94, up 78.26 
ts on the previous period's close. Volume was 
n markedly, averaging 664.8 million shares 
Profit-taking clipped the high-flying wings 
ties such as Tokyo Electric and Tokyo Gas, 








ose. Constructions remained dull, as 





points to hit 1,438.1, just two points off its re- 


ia sector as Ron Brierley's Industrial Equity 


tralia's second biggest media company. 


| (ZEALAND: After the fluctuations of the two 








as lethargy. Investors were sidelined, 
ps more by so many weeks of frenzied trad- 
g 1986 than by any shift in expectations. 
he exchange closed from 19 Dec. to 5 Jan. to 
brokers to catch up with paperwork 
ere wasa tendency for institutions to 








up their portfoli before the long holiday 
| E ‘otal volume was. ig ó million shares, 


id finance. sectors leading gainers. The 
ludex scored 3.73 points over the 
179. pA ieee gainers included 






n as x Áransactions jor 5.98 million 
ed for the period asa whole. 





te. Shares drifted lower in the absence 
ews, with attention concentrated on spe- 
is. Malaysian speculative stocks Pegi 
ere actively traded. Sri Hartamas, KL 








ners round up the year 


AINERS outnumbered losers in the period to 15 Dec. with India rebounding by 
% in the wake of intervention by governmen: institutions to halt its downtrend. 
ny markets were winding down ahead of the long Christmas and New Year holi- 

ys. Major losers included Singapore and the Ph: lippines. 


selected pharmaceuticals surged. Financial | 


^ while foods such as Morinaga: 


, The All- Cae Index rose. T 


gh. The glamour disappeared from the. 
¿to the NT dollar's rate of climb. 
“its 1296 stake in the Herald and Weekly. 
es group to Rupert Murdoch’s News Corp. | 0 
1e giant media group almost assured con- | MANILA: Commercials and 
- steady :o higher while mining and oil shares ended 
|. mostly lower in slimmer overall activity compared 


eding periods the market settled into a pre-- 


General Corp. fell at the start of an | 
a Lumpur into alleged stock mani- 





stayin g power. 


pulation by a Singapore-based syndicate. Singa- | 


pore blue chips Oversea-Chinese Banking Corp., 
BS Eank and Singapore Press Holdings came 
under pressure. Fraser's Index fell 113.42 to 
5,331.69 on light turnover of 12 million shares 
worth $$26.67 million (US$12.2 million) a day. 


KUALA LUMPUR: Genuine interest in the market 


was virtually nil throughout the period and any 


gains recorded were due more to the absence from- 
. the scene of short-sellers than anything else. The 


market started the period listlessly and ended that 
way — the only excitement came mid-week with 
the anrouncement by the stock exchange that an 
investigation was to be launched into the sharp 
falls suffered by some counters in November. This 
scared off the short-sellers only temporarily, how- 
ever, and Fraser’s Industrial Index finished the 
period 26.71 points down at 2,848.32. Volume 
averaged 8.03 million shares a day with a value of 
M$11.23 million (US$4.3 million). 


TAIPE: A down-and-up period for the market 


clearly reflected the overall uncertainty of the 
current business environment, with investors al- 
ternating between optimism due to the year’s ex- 


pected 10% economic growth rate and pessimism | | 


genera:ed by concern over US protectionism and 
the appreciation of the NT dollar. The weighted 
price index ended the 
points 5elow the previous close, belying the size- 
able dip which came early in the period in reaction 
ransactions were 
up at NT$3.14 billion (US$87.2 million) a day. 


xadüstrils were 


to the previous period. Average turnover amount- 
ed to P51.54 million (US$2.5 million) a day, down 


| 37.996 rom the previous period on 293.66 million 


shares :raded, down 25.7%. Commercials-indus- 
trials accounted for 67.2% of total value trans- 
acted. 3rokers expect market activity to remain 
dull with the onset of the holiday season. 


SEOUL: The composite index continued its rise, 
reaching another all-time high of 277 points, u 
6.27 from the previous period. Turnover fell, 
however, with average daily volume down Won 


1.66 billion (US$1.9 million) to Won 37.61 billion . 
on shares of 27.37 million. Financial stocks fared | 
best owing mainly to anticipation of excellent re- |. 


turns 03 securities companies, followed by insur- 
ance. Mining and transport fell furthest. z 


BOMBAY: Buoyed by the return of government 


financial institutions to the ring, stock prices rose 
steadily through mid-period. Even when the 
bourse officially closed on 10 Dec., shares con- 


tinued to rise on the kerb market. The BSE Index | E 
soared aearly 71 points to 531.94 before shedding 
22 poirts in the last two trading days on profit- - 


taking. The somewhat subdued closing note also 
betrayed lingering qualms about the institutions" 


riod at 1,017.74, just 1.36. 
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Hang Lung Development 
Hang Seng Bank 39.25 
HAECO 43.00 
Henderson 4.45 
H.K, Electric 11.40 -— 
H.K. & Ch. Gas 20.60 «84 
HK. Land 6.55 +40 
HK. AS. Bank 8.85 +47 
HKA S. Hotels 3875 . 828 
HK. Realty "A" 1580. +48 
HK, Telephone “44.70 - 
HK. TVS 10.20 +48 
Hopewell 2.675 -18 
Hsin Chong 2.525 +44 
Hutchison Whampoa 42.75 ~t2 
Hysan Dev 0.93 -21 
impala Pacific 29.50 +03 
ind. Equity Pacific 28.80 «28 
Jardine Matheson 21.60 - 
Jardine Sec. 23.50 . *13 
Johnson Electric 530. ~ 
KMB 1 /—— +48 
Mirarnar 4.175 -7.7 
Nan Fung Textiles 57.50 +45 
New World Ex. All 9.15 -23 
Paul Y. Constr. 1.64 418 
Hoteis 1.84 mee 
Sime Darby (H.K.) 1.98 +65 
Sino 166 
Stelux 2525 
Sun Hung Kai & Co. 1.74 
Swire Pac. "A" 18.70 -0.4 
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Taipei 
Weighted 
1,008.30 2,259.27 
995.46 2,158.49 j i 
997.73 2,151.95 $31.94 
1,009.82 2,178.08 518.16 
275.84 1,007.05 closed l ; closed 
277.00 1,017.74 2,189.28 | 510.30 
+2.32% 
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titidais rates 
$ months forward: Japan ¥ 162.42. Hongkong HKE?.752, Singapore 882.181 
Singapore-Mataysia; SFI = M$1.185, £1 HKET 1475 


US$-- Reb 3, 7128 
US$- Rouble 0.6732 


HKS “Rnb 0.4756 


Source: The Hongkong and Shanghai Banking Corp, Ks bas nate laa ase When volute 
on the Hongkong market and Lark International Finance for official rates. Reuter for 
spot and forward rates from local and international markets. 
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or the adventurous traveller, the 
= approximately 100-km stretch of 
irrow, twisting and turning laterite 
d that connects Pai district with the 
e Hong Son provincial seat, offers 
ot only a real motoring challenge but 
also a refreshing trip through one of the 
few remaining virgin forests in Thai- 
land. Enthusiastic history scholars who 
make the journey will also be rewarded 
for their efforts. . 

- Aside from the well-known. Death 
tailway across the bridge over the 
River Kwai in Kanchanaburi, this little- 
known remote route in the farthest 














yenetrate Burma. Legend has it that the 
ipanese troops buried arms caches and 
easures along the densely jungled trail 
though in the absence of any excava- 
n works, this has yet to be scientifi- 
y proven. The only things that come 
se to bearing any relation to World 
I are the rusted iron railings of sev- 
small bridges over mountain 





y. With another well- -paved highway 
m Mae Sariang (to the south) plus 
e Hong Son today is no longer the 


| of its 155-year history. The 
ilities now are indeed a far cry from 





hailand's Switzerland — its predom- 


mese architecture: of temples and 
pagodas has helped to keep the pro- 
vince's mystic charm very much intact. 

It is bearing in mind these unique . 
eatures that the provincial authorities 
ve recently launched a concerted 
mpaign to attract more tourists. 
‘ross-border trade. with Burma — once 
bustling business that enriched the 
al economy — has been cut to a low 





some coktrol over the vast Bur- 
se jungle lands north of here. Among 
her things, this has halted the flow of 
muggled) Burmese cattle and jade, 
ile consumer-goods traffic from the 
side has been reduced to a bare 


for the province's 


rthwest Thai frontier is also believed. 


perial Anny during World War II to. 


n is, of course, the more tortuous 


valley town: that it was known. 


^: 


ly connection flights from Chiang H 
i — the principal northern city — | 


However, a combination of its misty: : 
iountainous landscape — nature lovers |f 
‘om other parts of the country like to call 


t population of Thais and other || 
inic tribal groups, plus the distinctly 


159,000-strong population, along with 
the generally poor hilltribe communities 
(now being encouraged to switch from 
slash-and-burn agriculture into a variety 
of temperate-zone fruits under several 
projects initiated by King Bhumibol 
Adulyadej), tourism indeed seems a 
logical economic solution. At current 
reckoning, tourism will become the 
main source of income over the next five 
years. — 

Promotion is not being pursued 
blindly though. As the pragmatic gover- 


nor, Kongsak Lewmanomont, told the 


REVIEW: “I'm concerned with the [po- 
tentially regative] impact from tourism. 
"Astourism income rises, we also have to 
ensure that the average earnings of the 
people rise accordingly — otherwise 
there would be a gap." 

-Having seen the adverse impact on 
the envirenment elsewhere, the gover- 


The once-isolated valley town. 


nor is introducing a municipal decree to 
ensure that new tourist-related build- 
.ings are not higher than the coconut 
trees. 


he first dok buatong (sunflower) 

festival was successfully launched in 
Mae Sariang the gateway to Mae Hong 
Son, in late 1985 and this is now in- 
stitutionalised as an annual event. 
Other traditional festivities are vigor- 
ously promoted with slick new slogans. 
The governcr has also dreamed up 
other gimmicks, such as commemora- 
tion certificates for overland motorists 
who cover the 1,100 km from Bangkok. 

Given a liEely surge in tourist arriv- 
als over the next few years, the provin- 


cial authorities will have to gear up to | 


RL tt Pant taa e a ABA 


PAISAL SPICHARATCHANYA 


— — 





jungle treks being robbed by tribesmen. 


_The only known incident in recent years 
| involved a Swedish tourist who was kill- 
| ed in a downtown brothel brawl in ‘early 
| 1986. The native culprit was arrested 

-the following day and subsequently sen- 
tenced to life imprisonment. 


piercing rolling mountains 






















































cope with a number of problems. Al- 
though precise statistics are not avail- 
able, the estimated tens.of thousands of 
visitors annually — broken roughly into- 

70% Thai and 30% foreign — are al- 
ready posing à strain on the less than 
S00 hotel and resort rooms during 
the peak months from November. to 











January. 


While the surplus tourists are chan- 
nelled to temporary lodging at tem les 
and homes of provincial officials, a ? 
of new resorttype accommodat .. 
facilities now at the planning stage will 
relieve some of the growing pressure. 

Unlike neighbouring Chiang Mai 
province, where there have been known 
cases of foreign tourists who went on. 









bandits, Mae Hong Son so far can boast: 
a fairly ‘good record of tourist safety. 








The relative absence of serious 
crimes is thanks largely to the tradition- 


| ally peaceful Thais, devout Buddhists 
who make u 


nearly half of the pro- 
vince's population. As one local resi- 
dent observed: “On religious days, you 


can't buy any meat in the market as 


there is no animal slaughtering. You 
can't also hire any labour as they all 


| to the temples." 


Maintaining this crime-free, record 


. will be a test for the authorities, particu- 


larly in light of the apparently growin 
number of low-budget Western. t 
lers. Beside the landmarks ¢ of Burmese- 
styled Doi Kong Mu pagoda on the mid- 
town ed the scenic Pai river that 

t e Salweei die in 





smell ef opium ana marijuana i in the 
hills; «^... 
Perhaps of more importance in the 
longer term are efforts at preserving the 
vast tracks of forests that cover 90% of 
the province’s total 13,232 km. After 
all, it is the combination of these sky- 










dense concentration. of -tropi 
temperate trees that gives Mae H 
Son its unique natural charm that i 
rivalled elsewhere i in no th Tha 
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Artificial flower and plant manufacturer 
Green n Silk blossomed when an Altos 
supermicTo.arrived on the scene. 

"We wanted to handle 2,000 inventcry 
items, invoicing, and accounting, on one 
central system with three terminals—adding 
more later. Nothing from IBM or DEC cams 
close to Altos for price and performance. 
Our Altos quickly improved inventory anc 
cash control, and gave us the power to grow.” 
reports Phil Duzet, president. 


ee 





Altos Power For Your Business 


Airlines to art galleries, physicians to 
pharmacies, contractors to chain stores: 
over /0,000 Altos computers are making 
all kinds of businesses and professions : 
more profitable. (Our own financial 
performance places us firmly in the 


Forbes 200). 


Choose from five systems for 2 to 
30 users, a variety of memory and storage 


capacities, powerful solutions software, and 
an unbeatable range of IBM-compatible 
communications options. For example, if 
you already have some PC's, we'll network 
trem to one of our more powerful systems. 
Hesult? A fully-fledged multi-user system, 
without the loss of your former investment 
in PC hardware and software. 

If you're a growing business, call us. 
We'll connect you to an Altos dealer with all 
the power you'll need. 


For information call 1-408-946-6700. 
COMPUTER SYSTEMS 
THE POWER IN MULTI-USER SUPERMICROS 


Sandy Holt, V.P., International 


Altos Computer Systems 
2644 Orchard Parkway 
San Jose, Calif. 95134, U.S.A. 
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